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T introductioK 
he 20th century is witnessing a tremendous 
increase in man’s power over the formerly 
mysterious forces of nature. The achievements 
of science and technology in creating new sub¬ 
stances and in penetrating the world of infinite¬ 
simals and boundless space outstrip the boldest 
imagination. There is, however, a sphere of 
scientific and practical endeavour which invades 
life not in such sensational ways as atomic 
energy, synthetic chemistry or rocketry, but 
which consistently and inexorably penetrates all 
spheres of social life, exerting tremendous impact 
on mankind’s progress. This is planning. If we 
are to make use of symbols that exactly reflect 
our dynamic age of technical and social change, 
planning perhaps should be mentioned alongside 
the atom and outer space. 

To define the place and functions of planning 
in the contemporary world means to examine the 
forms of development of production, its concen- 
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tration on the basis of ever growing division of 
labour, the transformation of s^ocial relations, 
above all property relations, the problems of 
economic development in different parts of the 
globe. Planning comes in contact with techno- 
logy, production, social relations, politics and 
psychology, the economy being its main object. 
It is above all economic planning, and deals with 
the economic development both of individual 
countries and of international complexes. 

If we try briefly to define the social function 
of economic planning, it could be expressed in 
the following words: replacement of market 
spontaneity with conscious purposeful activity, 
transition from the kingdom of blind necessity 
into the kingdom of cognised laws, Karl Marx, 
the founder of scientific socialism, wrote that 
“what distinguishes the worst architect from the 
best of bees is that the architect raises his Sitruc- 
ture in his imagination before he creates it in 
reality.” ^ Conscious, purposeful activity differ¬ 
entiates an architect firom a bee and a planned 
economy from a spontaneous economy. The pos¬ 
sibility of planning arises only in definite condi¬ 
tions. An architect has nothing to do if there is 
no construction. But the properties of a house 
he designs, just as an economic development 
plan, depend not so much on good intentions and 
wishes as on objective conditions. These condi¬ 
tions, social and economic, determine the prin¬ 
ciples and methods of drafting plans, their eco¬ 
nomic content and ortgainisational forms. 

Planning arose in the Soviet Union as an in- 

* Karl Marx. Capital, Vol. I, p. 178. 
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evitable consequence of the fundamental socio¬ 
economic changes effected after the Great Octo¬ 
ber Revolution in 1917. J. Tinbergen, noted Dutch 
economist, writes that “there did not exist, how¬ 
ever, at ithe time the Bolsheviks took over, any 
elaborate system of planning and it had to be 
built up on the basis of subsequent practical 
exiperience.” ^ 

The plans for supplying Soviet Russia with 
grain and coal, drawn up in 1919 and 1920 on 
Lenin’s initiative, were the first national eco¬ 
nomic plans in history. Since then planning in 
the USSR has traversed a long road of develo-p- 
ment, increasingly influencing the theory and 
practice of planning the world over. 

Planning in different forms is now uitdlized 
in scores of European, American, Asian and Af¬ 
rican countries. The ideas of planning are advo¬ 
cated by men of most diverse political convic¬ 
tions and from opposing social systems. Plan¬ 
ning, brought into being by the objective condi¬ 
tions of our age, is overcoming hostility, mistrust 
and scepticism and taking root in more and more 
countries on all continents. “The importance of 
national planning for economic development is 
almost universally recognised today,” U Thant, 
Secretary-General of the United Nations, noted. 
“The fact that in recent years country after coun¬ 
try has made use of planning in one form or 
another attests to this widespread recognition.” ^ 

^ J. Tinbergen. Central Planning. New Haven and London, 
1964, p. 4. 

2 Planning for Economic Development. Report of Secreta¬ 
ry General transmitting the study of a group of expert^. 
United Nations, New York, 1963, p. 4. 
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The essenrtial and frequently radical differ- 
enceis in social and economic conditions pre¬ 
vailing in individual countries naturally make it 
impossible to speak of planning as something 
uniform. The purposes, content, principles and 
methods of plan-drafting change, depending on 
the objective conditions. The main differences 
are bound up with the existence of two entirely 
different social systems—the socialist and the 
capitalist. 

Socialist planning is based on public, state 
ownership of the instruments and means of pro¬ 
duction; it reflects the systematic operation of 
the economic laws of socialism. It embraces the 
entire economy, all its spheres. Being centralised 
in nature, socialist planning rests on broad parti¬ 
cipation of the working people in drafting and 
fulfilling the plans. 

CapAtalisit programming is effected in a so¬ 
ciety where private ownership prevails and the 
nationalised sector plays an insignificant part or 
is totally absent. It assumes functions which the 
capitalist market can no longer discharge. Re¬ 
maining in most cases only recommendation, ca¬ 
pitalist programming is thereby reduced to mere 
good wishes. Seeking to “rise labove classes,” it 
in effect serves private interests. 

We should single out planning in developing 
countries, which are often called countries of 
“mixed economy.” The specific economic condi¬ 
tions in these countries are associated, on the one 
hand, with their low development level, and on 
the other, with the important role of the state 
sector and the existence of considerable small- 
scale production, at times of a patriarchal char- 


14 



acter. That is why we shall speak of three types 
of planning: socialist planning, capitalist pro¬ 
gramming and planning in the developing coun¬ 
tries. 

Alongside fundamental differences between 
the main types of planning there are si>ecific 
distinctions, features and shades in the nature 
of planning in separate countries, connected with 
the economic development level, the social and 
sectoral composition of the economy, national 
traditions, etc. Soviet planning, for example, dif¬ 
fers from Czechoslovak and the latter, from 
Yugoslav or Cuban. Still bigger differences exist 
between capitalist programming in France, 
the Netherlands, Japan and the United States. 
The experience of planning in India or the 
United Arab Republic is wider and more diverse 
than, for example, in Pakistan o-r Indonesia. 
That is why, when speaking of planning, con¬ 
sideration must be given to its specific features 
and diversdity in countries, big and small. 

In a small book it is impossible to analyse the 
entire multifarious experience in planning accu¬ 
mulated by scores of countries. We shall try 
merely to outline features that are co.mmon to so¬ 
cialist planning and capitalist programming, to 
indicalte the fundamental differences in their 
functions, organisation and methodology and, 
what is most important, the ultimate aims. In 
examining socialist planning we shall refer to 
the experience of the Soviet Union, which offers 
constructive solutions of major planning prob¬ 
lems. This experience is studied in many coun¬ 
tries, because behind it stand decades of Soviet 
economic development, great transformation,^. 
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difficulties and history-making accomplishments. 
Much attention will be given to planning in de¬ 
veloping countries since the existing level of 
their economic development imparts specific 
features to their plans. 

The authors do not lay claim to a profound 
scientific elaboration and detailed examination 
of all these problems; this is merely an outline 
addressed to all who show an interest in the prin¬ 
ciples, problems and methods of economic plan- 
aing. 



CHAPTER 


Origin 

and 

Development 

of 

Socialist 

Planning 


The system of 
socialist planning means the planned opera¬ 
tion of a country’s entire economy on scientific 
principles, 

A single state plan directs the country’s eco¬ 
nomic development, and its aim is to improve 
the life of the people, increase their matcirial 
and iSjpiritual wealth and strengthen the coun¬ 
try’s indeipendence and defence potential. 

A prime function of planning is to 
determine, on a Sitrictly scientific basis, so¬ 
ciety’s current and long-term requirements in 
goods and services and establish the sources, 
methods, and periods for satisfying these needs. 
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SOURCES OF SOCIALIST PLANNING 


The revolutionary abolition of tsarist, landowner 
and capitalist power and establishment of work¬ 
ing people’s power were the political prerequi¬ 
sites for introduction of planning in the USSR. 

Planning of the economy also presupposes 
the creation, alongside political prerequisites, of 
a number of economic and organisational con¬ 
ditions. The most important of these are sociali¬ 
sation of the means of production in key 
branches of the economy and concentration in 
the hands of the state of the principal instru¬ 
ments for directing the country’s economy. 
Planning in the Soviet Union developed parallel 
with the maturing of these prerequisites, with¬ 
out which it is impossible to create a genuinely 
planned economy. 

In the first years of the revolution the Soviet 
Government did not strive to socialise all the 
means of production because, as Lenin said, a 
planned system of economy “can be formed and 
gain in -strength only when the working class 
learns how to manage, when the prestige of the 
working masses is consolidated.” 

The country’s interests demanded the strictest 
all-round accounting and control of production 
and distribution. That is why a few days after 
the October Socialist Revolution, on Lenin’s pro 
posals, workers’ control bodies were set up at 
all factories, trading establishments and banks 
for planned regulation of the economy and as the 
elementary school, for workers in economic man¬ 
agement. Workers’ control did not deprive em¬ 
ployers of their prerogatives. It only supervised 



production -and sale of the output and the supply 
of factories with raw materials. But its role and 
importance were exceedingly great. 

Workers’ control, in effect, was the first 
practical step in organising state management 
of the economy. It was meant to serve as a tran¬ 
sitional measure for gradual nationalisation of 
the entire economy. But in conditions of the 
Civil War which soon broke out, of foreign in¬ 
tervention and mounting sabotage by the counter¬ 
revolutionaries, the Soviet Government was com¬ 
pelled to go over without delay from workers’ 
control to direct nationalisation of the economy. 
Nationalisation is a historically necessary and 
inevitable process of socialising the means of 
production in conformity with the social nature 
of (the production process itself. In Russia, how¬ 
ever, nationalisation was accelerated by the sabo¬ 
tage of the bourgeoisie and the country’s eco¬ 
nomic plight. Private banks which frequently 
financed the counter-revolutionaries were nation¬ 
alised. A single State Bank, set up at that time, 
became the monopoly agency for llnancing the 
economy and for exercising banking control over 
all economic activity in the country. 

A decree nationalising more than 1,000 joint- 
stock and other large enterprises dn various 
branches of the economy was issued in June 
1918. Declaring these enterprises the property of 
the Republic, the Soviet Government allowed the 
former owners not only to manage the national¬ 
ised enterprises as hitherto, but also, if they fi¬ 
nanced them with their own resources, to receive 
all incomes on the old basis. Only one thing was 
demanded of them—ito operate the establish- 
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menjts within the bounds of the general state 
plans for production and distribution of goods. 
But these attempts of the Soviet Government to 
reconcile (the interests of private capital with the 
requirements of a rational planned economy in 
the complex conditions of Civil Wiar, were not 
successful. Many former owners, far from will¬ 
ing to perform conscientiously the work offered 
them, sought to undermine the country’s econo¬ 
my and participated in counter-revolutionary ac¬ 
tivity. Naturally, such people had to be re¬ 
placed by specialists loyal to the Soviet state and 
workers who passed through the school of 
workers’ control. 

The Supreme Economic Council, set up in 
December 1917, was the first central state body 
for directing the economy of the young Republic. 
It exercised direct guidance of the state economy 
and was the first planning centre of the country. 
As early as the beginning of 1918, the Sup¬ 
reme Economic Council drafted plans for 
key industries. Those were very modest plans 
indeed. They called for an annual production 
of 5-6 million tons of coal, 1-1.5 million tons of 
pig iron and 1.5 million tons of steel. The tremen¬ 
dous progress of the Soviet Union since the first 
years of the revolution is eloquently illustrated 
by the following comparison. Today the USSR 
produces annually more than 500 million tons 
of coal, about 60 million tons of pig iron and 
over 80 million tons of steel. 

Nationalisation of large-scale industry, trans¬ 
port and communications in 1918 and establish¬ 
ment of state foreign trade mono.poly greatly 
extended the sphere of state management. 
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Foreign intervention, Civil War, economic 
dislocation and acute shortage of consumer goods 
and production resources dictated stringent cen¬ 
tralisation and a certain restriction of the inde¬ 
pendence of enterprises and of local economic 
agencies. 

The supply of enterprises with raw materials 
and fuel, as well as the distribution of finished 
goods were strictly centralised. 

At that time, such an organisation of man¬ 
agement was the only possible anld correct one. 
It enabled the state to concentrate production 
at the biggest enterprises and rationally distri¬ 
bute the very meagre material resources of the 
young Soviet Republic. 

After the Civil War and the defeat of the 
intervention the New Economic Policy was in¬ 
troduced. Its main purpose was swiftly to restore 
and advance the economy through maximum sti¬ 
mulation of public and private economic initia¬ 
tive. The utmost use of the market, trade and 
money circulation in advancing the economy 
called for more flexible forms of industrial man¬ 
agement. It became necessary to give up exces¬ 
sive centralisation of management, enhance 
planned guidance of the economy, and at the 
same time stimulate the creative activity of the 
working people. 

This period in the history of the Soviet econ¬ 
omy was marked by free competition on the 
market of all forms of public and private econ¬ 
omy. In view of the ajcute goods shortage, small 
private industry and trade had full opportunity 
to sell their goods at speculative prices, exceed¬ 
ing the fixed prices of state industrial and trad- 
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ing enterprises, and swiftly grew. The Soviet 
Government, encouraging this growth, even 
partly denationalised the formerly socialised 
small enterprises. Moreover, big private foreign 
capitat was given access to the country along 
concession lines. Thus, private initiative received 
the opportunity to display all its advantages in 
economic competition with the state sector of 
the Soviet economy. But these “advantages” 
proved to be quite ephemeral; private initiative 
did not pass the test, and the socialised economy 
proved more viable than the private economy in 
all sectors. The generally recognised advantages 
of large-scale production and trade led in the 
USSR, as in the rest of the world, to one result: 
in market competition the large enterprises 
ousited and absorbed the smaller ones. Although 
private industry and trade in the USSR grew 
rather swiftly in the early 1920s, trade turnover 
of the socialist sector grew much faster. When 
the goods shortage began to disappear and pri¬ 
vate manufacturers and tradesmen had to adapt 
their prices to the level of state prices, private 
trade stopped growing and by 1931 its operations 
were reduced practically to zero. The share of 
private industry declined to 12 per cent in 1928 
and in 1933 it shrank to less than 0.5 per cent 
of all industrial production. Large foreign con¬ 
cessions also did not develop in the USSR. Thus, 
the economic superiority of sociallised enterprises 
was demonstrated very distinctly. It resulted in 
the complete ousting of private trading and in¬ 
dustrial capital. 

Before completion of this process, planning 
in the USSR could not be fully effective. The 
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existence of a considerable privaite sector in 
small-scale industry and trade made it necessary 
to combine direct planning of the operation of 
state enterprises with indirect influence on the 
private sector by methods of economic policy. 
Such influence was exercised above all by a defi¬ 
nite policy of market prices and state purchase 
prices, by appropriate credit and taxation meas¬ 
ures . 


FIRST NATIONAL ECONOMIC PLANS 

The experience of the Soviet Union shows that 
at the first stage of planning it is impossible to 
have the plan cover all sides of economic life, 
to draw up a detailed plan dovetailing all links 
of social production. Up to 1925, current (an¬ 
nual) planning covered only separate sectors of 
the economy. Special attention was given to the 
key industries: fuel, steel, chemical, textile and 
sugar. These plans were tentative and not suf¬ 
ficiently consistent. The first national economic 
plan was drawn for the 1925-26 economic year 
(the economic year began on October 1). For 
the first time it coordinated proiduction and con¬ 
sumption. 

Agriculture, the largest sphere of material 
production at that time, was the hardest to plan. 
Although the land was nationalised, there were 
more than 20 million small peasant households 
in the country. There was no possibility whatso¬ 
ever to formulate a plan for this mass of scattered 
producers. That is why at that time the Soviet 
state confined itself to economic measures de- 
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signed to regulate agricultural production. By 
raising or lowering state purchase prices of some 
or other fiarm products, promoting the most la- 
bour-consuminig crops by concluding in advance 
contracts for the purchase of the harvest, sup¬ 
plying machinery, fertilisers anid consumer goods 
in the first place to major agricultural areas, the 
state thereby exerted definite influence on agri¬ 
cultural production. Cooiperatives (credit, sales 
and supply) were widely utilized to help the 
peasantry. A big part was also played by large 
state farms, state and cooperative machine-rent¬ 
ing stations, pedigree livestock and seed-grow¬ 
ing farms. 

The establishment of the State Planning Com¬ 
mittee (Gosplan) in 1921 was an important 
stage in organising national economic planning 
in the Soviet Union. 

The organisation of planned management of 
the country’s economy promoted economic pro¬ 
gress. In 1926 the pre-war (1913) level of indus¬ 
trial production was surpassed and prerequisites 
were created for undertaking extensive plans of 
socialist industrialisation. 

Naturally in the first Soviet years special at¬ 
tention was paid to current production plans. 
The main task was swiftly to revive the country’s 
wrecked economy. But as early as 1920 Lenin 
put forward the idea of drawing up a long-term 
plan. “It is impossible to work,” he said, “with- 
o.ut having a plan designed for a long period 
and for serious accomplishments.” It was during 
this period of the severest economic breakdown 
in the Soviet land, that the country’s first long¬ 
term plan was drawn uip. It was a plan for the 
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electrification of Russia, designated for 10 or 15 
years. It came to be known for short as the 
GOELRO Plan. 

The authors of the GOELRO Plan were faced 
with an intricate task. They had to devise a way 
of drafting an economic programme fundamen¬ 
tally new tin content and methods, a programme 
which determined the main trends of the coun¬ 
try’s economic development for 15 years ahead. 
The solution of economic problems required a 
truly creative approach because the old had been 
demolished and the new was still in the process 
of emergence. The authors of the plan visualised 
the full importance of the task and the difficul¬ 
ties of carrying out the targets of the electrifica¬ 
tion plan. But at the same time they were fully 
aware that the policy of patching up things and 
concentrating on pressing matters could not 
bring about a serious advance of the economy. 

The electrification plan called for building 
30 district electric stations with a total capacity 
of 1,500,000 kw, which was to reach 1,750,000 kw 
in 15 years. Although the name of the plan was 
associated only with electrification, in reality it 
was a general plan for development of the econ¬ 
omy, providing for expansion of the key branch¬ 
es of heavy, light and food industries. 

The GOELRO Plan set the main guide-lines 
for transforming the backward economy of So¬ 
viet Russia. It was a programme document de¬ 
termining economic policy for many years. It was 
drawn up in great detail and thoroughly sub¬ 
stantiated. For example, it was calculated that 
to build 30 electric stations 6 million barrels of 
cement, 150 million bricks, 8 million poods of 
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sectional iron and 2.5 million poods of copper 
would be needed. 

Some people abroad scoffed at the first So¬ 
viet long-term plan, dubbing it “electri-fiction.” 
But history cruelly mocked at these critics. The 
electrification plan was exceeded three times 
over in the period set for its accomplishment. 

After 1928, the economy of the Soviet Union 
began to develop on the basis of five-year plans. 

FIVE-YEAR PLANS OF THE SOVIET UNION 

The first Five-Year Plan (1928/29-1932/33) was 
a programme for laying the economic founda¬ 
tion of socialism. It set big tasks in the transition 
to the direct building of socialist society. The 
plan was bom amidst a keen political struggle 
reflecting different appro-aches to socialist con¬ 
struction, by the “Left” and “Right” deviation- 
ists. 

The main propositions underlying the Five- 
Year Plan were drawn up by the 15th Congress 
of the Communist Party, and the optimum vari¬ 
ant of the plan was approved by the 16th Party 
Conference and then endorsed by the 5th Con¬ 
gress of Soviets of the USSR (May 1929). The 
first Five-Year Plan provided above all for the ut¬ 
most development of heavy industry. It received 
78 per cent of all capital investments iin in¬ 
dustry. On the call of the Communist Party, mass 
socialist emulation to carry out the Plan was 
launched throughout the country. Fulfilment of 
the main targets of the plan sharply altered the 
pattern of social production. The share of the 
socialist sector in the national income rose to 
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93 per cent, as against 44 per cent in 1928. The 
share of industry in the economy exceeded 70 
per cent. As many as 1,500 industrial enterprises 
were built and commissioned. Production of con¬ 
sumer goods increased by 156 per cent in the 
five years. 

The first Five-Year Plan was also associated 
with fundamental changes in agriculture. Those 
were years of rapid collectivisation which em¬ 
braced more than 60 per cent of the peasant 
households. The share of the socialist sector 
(state farms and collective farms) in the entire 
cultivated area reached 76 per cent in 1932, as 
against the plan target of 17.5 per cent. The share 
of the socialist sector in grain production for 
the market increased to 84 per cent as compared 
to 43.6 per cent under the plan. 

Enhancement of the economic role of the so¬ 
cialist sector in town and countryside called for 
essential changes in the methods of planned 
guidance of the economy. Beginning with 1931, 
instead of the control figures previously used, 
annual national economic plans were drawn up. 
Economic plans of enterprises with a breakdown 
by quarters were drawn up on the basis of the 
annual state plans. 

The credit reform of 1930-1931, replacing 
commercial credit by single State Bank credits, 
played an important part in the development 
of the entire planning system. 

The economic achievements scored as a result 
of the fulfilment of the first Five-Year Plan made 
it passible to put forward as the main political 
tasks of the second five-year period (1933-1937) 
the building of socialist society and the final 
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aboilition of capitalist elements. 

The second plan provided for completing 
the technical reconstruction of the entire econ¬ 
omy. The problem of training personnel, emerg¬ 
ing from the wide introduction of new technolo¬ 
gy, was an important task of the second plan. 
The deep-going social changes which occurred 
during this period can be judged by the fact that 
by the end of 1937 state and collective farm co¬ 
operative property accounted already for 98.7 
per cent of all the productive assets in the 
country. 

The methods of elaborating the second Five- 
Year Plan were distinguished by greater detail 
and the fact that the assignments were broken 
down not only by departments but also by Union 
Republics and economic areas. Balanced calcula¬ 
tions were further developed. This was directly 
linked with the differentiation of industries and 
the development of inter sectoral ties. The im¬ 
portance of technical rates and technical and 
economic substantiations and calculations was 
enhanced. But the level of technical rate-setting 
was not high and experimental statistical rates 
prevailed in planning. These rates no longer 
conformed to the new, higher technical level of 
production and much work to revise them was 
needed. 

In addition to strengthening the binding na¬ 
ture of the state plans, measures were taken dur¬ 
ing the second Five-Year Plan to strengthen cost 
accounting. Wholesale prices of industrial goods 
were properly fixed, and higher contract 
prices for raw cotton were set. At the same time 
planning at factory level was considerabl}^ im- 
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proved. Factories began to draw up technical, 
production and financial plans, that is, com¬ 
prehensive plans covering both the direct pro¬ 
duction process and the economic and financial 
aspects of their operation. All this made it pos¬ 
sible to apply greater effort to achieve higher per¬ 
formance. Beginning with the second Five-Year 
Plan, the indicators of labour productivity 
grow^th and reduction of production costs were 
included in the plan. The targets of the second 
Five-Year Plan were successfully fulfilled. La¬ 
bour productivity in industry increased 82 per 
cent instead of the planned 63 per cent. Power 
consumption per worker was 5,700 kwh in 1937. 
the target being 5,300 kwh. 

Agriculture received 512,200 tractors (in 
terms of 15 h.p. units) and 123,500 combines. At 
the end of 1937, agriculture had 558,600 tractors 
and 138,200 combines. The grain crop in 1937 
amounted to 7,344 million poods as against the 
planned 6,398 million poods. The average grain 
yield was 1.15 tons per hectare as compared 
with the planned one ton. 

During the second five-year period, 26.8 mil¬ 
lion square metres of new housing were commis¬ 
sioned. 

The third Five-Year Plan (1938-1942) envis¬ 
aged the further development of production and 
marked the Soviet Union’s entry into the period 
of completing the construction of socialism. 

New methodological and economic problems 
came to the fore when drawing up the third 
Five-Year Plan. Special attention was given to 
the comprehensive development of the country’s 
main economic areas. Ways were outlined for 
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the more rational location of enterprises, $o as 
to bring industry closer to the consuming areas 
and raw material sources. 

The third Five-Year Plan called for a huge 
construction programme. Capital investments in 
the economy were set at 19,200 million roub¬ 
les. ^ The value of new and reconstructed enter¬ 
prises to be commissioned was 19,300 million 
roubles, as against 10,300 million roubles in the 
second plan. 

In five years industrial output was to in¬ 
crease 92 per cent, national income was to be 
doubled and per capita consumption was to 
rise by 50-100 i>er cent. Much attention was 
given to technological progress and the devel¬ 
opment of such branches as the manufacture of 
chemical machinery and high-ftest metals. 

During the first three years of the third 
plan about 3,000 new industrial enterprises were 
commissioned. 

The attack of fascist Germany on the USSR 
interrupted the peaceful labour of the Soviet 
people and inflicted colossal harm on the 
economy. 

Planned economy had demonstrated its ad¬ 
vantages over the capitalist system in the pre¬ 
war years, but the planning system faced its 
most gruelling test during the Second World 
War, and passed it with credit. Planned eco¬ 
nomy demonstrated its high mobility. All pro¬ 
duction was speedily regeared to meet the 

* All figures are given in the new money introduced as 
of January 1, 1961. 
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demands of war. Special war-time economic plans 
for development of industry in less vulnerable 
areas were drafted. Despite destruction and oc¬ 
cupation of the largest industrial centres in the 
South and the central areas, a precise system 
of material supply was organised. A war eco¬ 
nomy which supplied the front with modern 
weapons and necessary materiel was built 
up on the basis of thoroughly elaborated 
plans. This was an important factor making 
for the Soviet Union’s victory over fascist Ger¬ 
many. 

A Five-Year Plan for the restoration and 
development of the economy in 1946-1950 was 
drawn up in 1946. It called for increasing in¬ 
dustrial output by 48 per cent, as compared 
with the pre-war year 1940. This target was 
lopped by a big margin: industrial output in 
1950 was 73 per cent greater than in 1940. 

The pre-war level was achieved and surpas¬ 
sed in total industrial output in 1948; coal 
production in 1947; steel and cement in 1948; 
iron and oil in 1949 and cotton textiles in 1951. 

More than 6,000 large industrial enter¬ 
prises were restored, built and commissioned 
during the fourth Five-Year Plan. 

Technical facilities of agriculture were great¬ 
ly extended. In 1950, the tractor fleet in agri¬ 
culture (in terms of 15 h. p. units) increased to 
933,000 as compared with 684,000 in 1940, and 
the number of grain combine harvesters reached 
211,000 as against 182,000. 

The restoration and development of the 
economy after the war was achieved by the 
utmost mobilisation of country’s internal reso- 
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urces. A high degree of centralisation in planning 
was characteristic of the first postwar years. The 
monetary reform in 1947, which made it pos¬ 
sible to strengthen the rouble and enhance the 
economic stimuli of production, was among the 
major economic measures of that period. 

While in the restoration period main em¬ 
phasis was laid on rebuilding enterprises destroy¬ 
ed during the war, in subsequent postwar 
years the main source for expanding produc¬ 
tion was the commissioning of new capacities. 
From 1951 to 1960, the fixed assets of the So¬ 
viet Union rose 2.3 times and in 1960 were 2.7 
times greater than in 1940. At present the 
USSR holds first place in Europe and second 
place in the world in industrial output. While 
before the First World War Russia’s industrial 
production was only one-eighth of that of the 
United States, in 1963 Soviet industrial output 
was about 65 per cent of the American. With 
each passing year the gap in industrial produc¬ 
tion between the Soviet Union and the United 
States is shrinking and in a number of goods 
the USSR has already surpassed the American 
level—for example, woollen fabrics, butter, su¬ 
gar, fish, sawn itimber, prefabricated reinforced 
concrete elements, iron ore, coal, electric and 
diesel locomotives and metal-cutting machine- 
tools. In 1962, Soiviet steel production was 
80 per cent of the American levd, while in 1955 
it was only 42 per cent. 

In the last ten years the national income of 
the Soviet Union has risen 2.3 times. Real in¬ 
comes of the people (per employed person) 
during this period rose by 120 per cent. Between 
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1954 and 1963, gross output of industry increased 
by 170 per cent and of agriculture by 61 
per cent. Capital investments in the last ten 
years have amounted to 307,000 million roubles, 
as compared with 147,000 million roubles in 
all preceding Soviet years (from 1917 to 1953), 
During these ten years 8,570 large industrial 
enterprises have been commissioned. 

The Soviet Union today has no equal for 
the scale of housing construction. As many as 
118 million people or more than half of the po¬ 
pulation moved to new homes or improved 
their housing conditions from 1954 to 1963. 

Cash incomes of the people are growing at 
a fast pace. In the last five years wages and sa¬ 
laries of those engaged directly in the produc¬ 
tive sphere have risen from 13 to 25 per cent. 

In addition to the pension system for factory 
and office workers, a single system of pensions 
for collective farmers was introduced as of Jan¬ 
uary 1, 1965. 

A centialised fund has been set up out of 
deductions from collective farms’ income and 
annual state subsidies to pay pensions and other 
grants to collective farmers. The granting of 
pensions to collective farmers has completed a 
system of pensions for all working people of 
the country. 

The Soviet people have achieved all these 
gains by developing their economy on the basis 
of plans. 

The Soviet Union has entered a new period 
in its development, a period of full-scale build¬ 
ing of communist society. The main task of 
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this period is to lay the material and technical 
basis of communism, to ensure a tremendous 
growth of the country’s economic potential, and 
to give the population of the Soviet Union the 
highest living standards in the world. 


PLANNING IN OTHER SOCIALIST COUNTRIES 


After the Second World War a number of 
European and Asian countries embarked on the 
road of socialist development. Naturally these 
countries have made their contribution to plan¬ 
ning, too, and, like the Soviet Union, continue 
to improve the system of planning. 

The planning systems in these countries and 
in the Soviet Union are based on similar socio¬ 
economic conditions of production, which pre¬ 
determine the orgainisational community of 
these systems; but the existence of common 
features does not preclude distinctions in plan¬ 
ning in each socialist country. 

In the initial period of people’s rule in these 
countries economic development plans were 
drawn up only for one, two or three years. For 
example, in 1947 three-year plans were launched 
in Poland and Hungary and two-year plans in 
Bulgaria and Czechoslovakia. In 1949, Rumania 
undertook to carry out her first national eco¬ 
nomic development plan for one year. The 
German Democratic Republic drew up a two- 
year plan for 1949-1950. The main tasks of 
the first economic plans in the People’s Democ¬ 
racies were the restoration of the war-wrecked 
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economy. At the same time they were laying 
the foundations of a socialist economy. 

Poland’s three-year economic recovery plan 
(1947-1949) embraced all branches of the eco¬ 
nomy. It included targets for industry, agricul¬ 
ture, transport, construction and also branches 
of the non-productive sphere: education and 
culture, public health and social security. The 
plan called for an increase in the national in¬ 
come and consumption. But the plan lacked as¬ 
signments for development of technology and 
reduction of production costs owing to insuf¬ 
ficient experience in planning. Poland’s three- 
year plan was completed in two years and ten 
months. The country’s economy was restored 
in the main and the living standards of the 
people exceeded the pre-war level. 

Hungary’s three-year plan of economic res¬ 
toration and development for 1947-1949, elabo¬ 
rated by the Hungarian Communist Party, was 
approved by the National Assembly and came 
into force on August 1, 1947. Its implememtation 
began at a time when capitalist elements still 
preserved strong positions in the economy. 
The Commercial, Credit and Discount Banks, 
the country’s three leading banking institutions, 
were not then nationalised. The state had under 
its jurisdiction only large enterprises of heavy 
industry and an insignificant number of smal¬ 
ler factories. All this essentially restricted the 
scope of the state plan and created difTiculties 
in its fulfilment. Planning in that period was 
marked by strong centralisation. After nationali¬ 
sation of the banks at the end of 1947 and grad¬ 
ual nationalisation of industrial enterprises, 
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transport and trade, ithe people^s (government 
control over the economy increased and this 
created conditionis for fulfilment of the three- 
year plan. 

The Hungarian people completed it in two 
years and five months. Gross agricultural pro¬ 
duction nearly reached the pre-war level. Suc¬ 
cessful fulfilment of the three-year plan 
furnished the requisites for industrialisation of 
the country and socialist itransformation of ag¬ 
riculture on ithe basis of long-term plans. 

In Bulgaria the two-year plan (1947-1948) 
envisaged economic recovery and a growth of 
industrial and agricultural production. Since 
nationalisation of industry and the banks pro¬ 
ceeded while the plan was being carried out, 
it naturally could not be comprehensive. 

Czechoslovakia’s first plan for economic res¬ 
toration and development (1947-1948) covered 
only major industries. Its most important section 
was the planning of capital investment, primari¬ 
ly in industry and transport. Lack of exp>erience 
and difficulties of the restoration period prevent¬ 
ed regulation of wages and prices, planning of 
production costs and elaboration of financial 
plans. The balance method was utilized in draft¬ 
ing the plan, which made it possible to coordi¬ 
nate the scale of production with the necessary 
investments. 

Rumania’s economic development plan for 
1949 consolidated the victory of people’s de¬ 
mocracy and new social relations. Its main aim 
was the restoration of heavy industry, especially 
engineering. The plan also had assignments for 
increasing the output of light and food indusl- 
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ries, developing agriculture and raising the 
people’s living standards. 

Formation of the German Democratic Re¬ 
public made it possible to go over to planned 
guidance of the economy in that country. The 
first two-year plan was drawn up for 1949-1950. 
Its main aim was to restore the economy on the 
basis of the priority development of heavy 
industry, so as to eliminate subsequently the dis¬ 
proportions in the economy resulting from 
Germany’s division. The plan covered industry, 
agriculture, capital investments, development of 
technology and growth of personal and public 
consumption. 

Successful fulfilment of the economic plans 
enabled the People’s Democracies to regain 
quickly the pre-war level, and in some cases to 
exceed it. A socialist sector was established and 
consolidated in all these countries; new indust¬ 
ries were built up, capital construction launched 
and the living standard improved. Considerable 
achievements were scored in raising labour 
productivity, cutting costs, introducing cost ac¬ 
counting and the socialist system of remunera¬ 
tion. Fulfilment of the first plans provided 
the conditions for transition to long-term plans. 

The first long-term plan in Poland was the 
six-year plan for economic development and 
building the foundations of socialism (1950- 
1955). Its main task was to create large-scale 
socialist industry to serve as the basis for deve¬ 
loping all sectors of the economy and raising 
the people’s living standard. 

Subsequently, Poland drew up five-year plans 
for 1956-1960 and for 1961-1965. The 4th 


37 



Congress of the Polish United Workers’ Party 
adopted directives on the country’s economic de¬ 
velopment in 1966-1970. In addition, there are 
also outlines for a general plan up to 1980. 

In Czechoslovakia long-term planning started 
with the five-year plan for 1949-1953. In 1954 
and 1955, there were annual plans. The second 
five-year plan was for 1956-1960, and the third, 
for 1961-1965. 

Bulgaria’s first five-year plan (1949-1953) was 
completed ahead of time. The second five-year 
plan was for 1953-1957. The third plan (1958- 
1962) was completed in 1960 and in view of this 
the fourth plan was drawn up for 1961-1965. 
Moreover, Bulgaria has elaborated the basic prin¬ 
ciples for a 20-year plan up to 1980. 

In Rumania the first five-year plan was drawn 
up for 1951-1955 and the second, for 1956-1960. 
The 3rd Congress of the Rumanian Communist 
Party adopted a six-year plan for 1960-1965. The 
9th Congress of the Rumanian Communist Party 
approved directives on economic development 
for 1966-1970 and directives on utilisation of 
power resources and the country’s electrification 
in the next ten years. 

Hungary’s first five-year plan was drawn up 
for 1950-1954. In 1955 and 1956 there were an¬ 
nual plans. In view of the mistakes in economic 
policy and wrong planning during this period 
and also to eliminate disproportions in the eco¬ 
nomy and the consequences of the counter-revo¬ 
lutionary rebellion, a three-year plan was elabo¬ 
rated for 1958-1960. Hungary has completed 
a five-year plan (1961-1965). 

In the German Democratic Republic the first 
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long-term plan covered the period from 1950 to 
1954; the second five-year plan, a continuation 
of the first, was for 1954-1958. In 1959 a seven- 
year economic plan for 1959-1965 was adopted. 
Its aim was to complete the building of socialism 
through maximum growth of labour productivity 
in all sectors on the basis of steady scientific and 
technological progress. The Republic is seeking 
to make the utmost use of available raw material 
and power resources. 

The Political Bureau of the Central Committee 
of the Socialist Unity Party of Germany and the 
Presidium of the Council of Ministers of the Ger¬ 
man Democratic Republic adopted in 1964 direc¬ 
tives on the elaboration of a long-term national 
economic development plan of the Republic up 
to 1970. This is a programme for the full-scale 
building of socialism. Its aims are to effect a 
technological revolution and introduce a new 
sysitem of planning and managing the economy 
with the object of strengthening the material 
basis of socialism and improving the working 
and living conditions of the people. 

Long-term five-year plans also underlie the 
economic development of the Chinese People’s 
Republic, the Mongolian People’s Republic and 
other Asian socialist countries. 

The Cuban Republic too has started socialist 
planning. 

The close economic ties among the socialist 
countries have determined the need for coordinat¬ 
ing their economic plans. This is done in various 
ways. A big part in this respect is played by the 
Council for Mutual Economic Aid (CMEA). For 
the first time a decision to coordinate long-term 
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plans of CMEA member-countries was adopted 
at the 4th session of the Council in 1954. On the 
basis of this decision, in 1955 member-countries 
coordinated their plans for 1956-1960 and in 
1960, for 1961-1965, CMEA agencies and member- 
countries are completing work on coordinating 
the national economic development plans for 
1966-1970. CMEA member-countries seek to 
make the periods of their long-term plans coin¬ 
cide. This is prompted by practical considera¬ 
tions of coordinating the projects of each coun¬ 
try with projects of the other members of the 
•socialist community. 

Coordination of long-term plans of CMEA 
countries is the highest form of economic coope¬ 
ration between socialist states. The planned bal¬ 
anced division of labour within the world social¬ 
ist system makes for better use of the resources 
of each country, for higher quality of output and 
reduction of costs on the basis of specialisation 
(which is of particular importance in engineer¬ 
ing). Thereby socialist planning acquires new fea¬ 
tures; it emerges beyond the bounds of indivi¬ 
dual socialist countries, and becomes a means 
for pooling their efforts in building the new so¬ 
ciety. 

High economic growth rates and above all 
faster growth of industry are a characteristic 
feature of the long-term plans of the socialist 
countries. 

Industrialisation of socialist countries is ma 
nifested in the systematic increase of the share 
of industrial output in the economy. From 1951 
to 1964, industrial output in the socialist coun¬ 
tries grew 11.7 per cent on the average annually. 
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which is more than double the growth rate in the 
capitalist countries. As compared with the pre¬ 
war level, industrial output in the socialist coun¬ 
tries in 1964 rose 8.9 times, while in the capi¬ 
talist countries it increased about 3.2 times. ^ 
Due to a high growth in the rates of produc¬ 
tion the socialist countries steadily raise their 
share in total world industrial output. In 1950. 
they accounted for about 20 per cent of world 
industrial production; in 1955, 27 per cent and 
in 1964, 38 per cent. 


SHARE OF SOCIALIST COUNTRIES IN WORLD 
PRODUCTION 
(per cent) 



1950 

1961 

! 

Coal 

28.7 

57.5 

Steel 

19.2 

31.8 

Electric power 

14.9 

22.0 

Cement 

15.8 

30.0 


The Soviet Union, according to estimates of 
economists in the fraternal countries, contributes 
about 70 per cent of the entire industrial out¬ 
put of CMEA countries. ^ 

The USSR holds first place in the foreign 
trade of the socialist countries. From 1946 to 
1963, Soviet trade with the other socialist coun- 

^ Ekonomika stran sotsializma, “Ekonomika” Publishing 
House, 1964, p. 15. 

2 Tibor Kish. Economic Cooperation of Socialist Countries. 
M., 1963, p. 278. 
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tries, in comparable prices, rose more -than 10 
times. The exchange of manufactured goods 
with the Soviet Union is of exceptional impor¬ 
tance for the other CMEA countries. 

The communique of the meeting of represen¬ 
tatives of Communist and Workers’ Parties of 
CMEA countries, held in June 1962, noted that 
“the successes of the world socialist system have 
been achieved thanks to the correct application 
of the general laws of socialist construction, tak¬ 
ing into account the concrete distinctions of each 
country and the interests of the community of 
socialist states.” 



CHAPTER II 


Experience 

of 

Copifalist 

Planning 

(Programming) 


Soviet experience 
in economic planning influenced all countries, 
including capitalist states. In the 1930s, and 
especially during and after the last war, 
attempts to plan national economic develop¬ 
ment by elaborating economic growth pro¬ 
grammes were undertaken in a number of capi¬ 
talist countries. 

PREREQUISITES FOR ECONOMIC 
PROGRAMMING 

The development of capitalist programming has 
reflected the deep-going process of production 
concentration, greater social division of labour 
and more complex production ties. The gigantic 


4 * 


43 



Scale of production, based on modern technology 
and the unity of the numerous links of the na¬ 
tional economy, demand adequate forms of pro¬ 
duction organisation and principles of economic 
management. “The development of mass produc¬ 
tion, technological progress and the expansion of 
exchange—all this has increased interdepend¬ 
ence of enterprises. It is becoming increasingly 
more difficult for industrialist to take decisions 
because his success strictly depends on the gene¬ 
ral success.” * Contemporary capitalist production 
long ago ceased to be a private matter, it turned 
means of production into ''social means of pro¬ 
duction, which could be used only by a body of 
men as a whole,,, And like the means of produc¬ 
tion, production itself changed from a series of 
individual operations into a series of social acts, 
and the products, from the products of individu¬ 
als into social products. The yarn, the cloth, and 
the metal goods, which now came from the fac¬ 
tory were the common products of many work¬ 
ers through whose hands they have to pass suc¬ 
cessively before they were ready. No individual 
can say of such products: / made it, that is my 
product.” ^ What was true eighty years ago 
when Engels wrote his Anti-Dixhring is even 
more true today when the scale of production 
and complexity of production relations have im¬ 
measurably grown. 

The social nature of production develops in 
conditions of private capitalist ownership which 

* La planification frangaise, Notes et etudes dociimentaires. 
Secretarial general du gouvernement. No. 2846, 30 dec. 
1961, Paris, pp. 4-5. 

* Engels. Anti-Duhring, Moscow, 1947, pp. 398-399. 
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ftontinues to exist. Marxists have always held that 
this is the basic contradiction of capitalism, be¬ 
cause private ownership does not conform to the 
social character of production, and they see the 
way to resolving the contradiction in the crea¬ 
tion of public ownership. The ways and methods 
of forming public ownership can be different— 
redemption, expropriation, mixed ownership, the 
building up of the infrastructure and new indus¬ 
tries by the state, etc. The ways can be diffe¬ 
rent, depending on the concrete historical con¬ 
ditions, but the process of origin of public owner¬ 
ship as such is inevitable. 

The socialist countries have realised in prac¬ 
tice 'this historical inevitabdlLty by socialising the 
sectors of the economy where the production 
process itself is of a social character. Capital¬ 
ism, however, continues to develop on the basis 
of private property, limiting itself to various 
palliatives. The establishment of joint-stock 
companies, partial nationalisation and other 
processes are merely attempts to resolve this 
contradiction which cannot be resolved without 
removing its basis, private property. It 
cannot be asserted, of course, that all the partial 
structural changes effected within the framework 
of capitalism, are useless and completely ineffec¬ 
tive. Such an assertion would not be entirely coi’- 
rect, but each disease should be cured by ap¬ 
propriate means, and, where surgical interven¬ 
tion is needed, thereby can only drag out and 
even complicate the disease. 

Capitalist programming is one of the mea¬ 
sures employed in an attempt to eliminate the 
contradiction between private ownership and the 
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social character of production. It arose first of 
all as programming within separate capitalist 
enterprises and associations. The formation of 
trusts and other forms of monopoly associations 
by itself already demanded the planned orga¬ 
nisation of production within them. Lenin wrote 
in 1917: “...One could not continue to define 
capitalism as a system of production lacking 
planning. This is now out of date; once there are 
trusts there can no longer be lack of planning.” * 
But programming within capitalist associations 
continued for a long time, while programming 
on a nation-wide scale was absent. The view pre¬ 
vailed tha't the free market was capable of dis¬ 
charging its functions in conditions of modern 
large-scale and highly specialised production. The 
necessity for national economic programming was 
denied all the more vehemently when the ques¬ 
tion of interference by the state was raised. 

Capitalism entered the 20th century full of 
faith in the efficacy of market spontaneity, free 
competition and faultless operation of the lais- 
ser faire principle. The economic boom after 
the First World War reinforced the faith of eco¬ 
nomists and businessmen in the market forces. 
But then the gigantic economic hurricane, the 
wo.rld crisis of 1929-1933 broke loose, the post¬ 
war upswing of the capitalist economy ended 
in an unprecedented slump. The Great Depres¬ 
sion scattered like a house of cards all the illu¬ 
sions about the mighty forces of “new” capital¬ 
ism. The idea of the need for interference by the 
state in the economy, the need to formulate ge- 

* Lenin. Collected Works, Vol. 24, p. 240. 
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neral national tasks swiftly spread in developed 
capitalist countries. 

“The formulation of aims of policy,” Tinber¬ 
gen wrote, “became more necessary after the be¬ 
lief in laisser fqire was given up. Before that 
time there was no need for planning, since it 
was believed that free economic forces would 
lead to the best development conceived. When 
this belief died it became necessary to formu¬ 
late norms for Oiptimum develoipment.” ^ “The 
severe unemployment of the early nineteen 
thirties undermiined belief dn the automatic ca¬ 
pacity of the market system to maintain conti¬ 
nuously high levels of em,ploymenl, and the 
conviction spread that policies for full employ¬ 
ment were a responsibility of the central au¬ 
thorities.” ^ 

The 1929-1933 crisis was at the same time a 
crisis of confidence in the capitalist system, its 
institutions and motive forces. J. M. Keynes, re¬ 
maining on capitalist positions, gave classical ex¬ 
pression to this crisis of confidence and formu¬ 
lated the ideological prerequisites which served 
as the source for the theory and practices of ca¬ 
pitalist programming. He wrote: “It is certain 
that the world will noit much longer tolerate the 
unemiployment which, apart from brief intervals 
of excitement, is associated—and, in my opinion, 
inevitably associated with present-day capitalis¬ 
tic individualism. But it may be possible by 
right analysis of the problem to cure the disease 


* J. Tinbergen. Central Planning, 1964, p. 43. 
2 Planning for Economic Development, p. 2. 
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whilst preserving efficiency and freedom/* ^ 
Moreover, Keynes poinled lo the “vital impor¬ 
tance of establishing certain central controls in 
matters which are now left in the main lo indi¬ 
vidual initiative../’^ He regarded these meas¬ 
ures as a means for reinforcing the mainstays of 
the capitalist system. “Whilst, therefore, the en¬ 
largement of the functions of government, in¬ 
volved in the task of adjusting to one another 
the propensity to consume and the inducement 
to invest, would seem to a nineteen-century pub¬ 
licist or to a contemporary American financier 
to be a terrific encroachment on individualism, 

1 defend It, on the comtrary, bo-th as the only 
practicable means of avoiding the destruction 
of existing economic forms in their entirety and 
as the condition of the successful functioning 
of individual initiative.”^ 

We shall not discuss here whether similar re¬ 
cipes can help capitalism resolve its main contra¬ 
dictions. We shall merely note that Keynes’s 
ideas most fully embody the disbelief in laisser 
faire and serve as a theoretical basis for all sub¬ 
sequent capitalist programming. 

The practical results of programming proved 
quite insignificant in the period after the Great 
Depression and up to the Second World War. 
They were expressed mainly in the establishment 
of various research organisations, which have 
been preserved ito our day, for example, the 

^ J. M. Keynes. The General Theory of Employment, Inte¬ 
rest and Money, MacMillan and Co., London, 1936, 
p. 381. 

2 Ibid. pp. 377-378. 

3 Ibid. p. 380. 
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American Planning Association. The pre-Wtf 
period was merely the pre-hislory of capitalist 
programming. 

After the Second World War almost all the 
developed capitalist countries went over to wide 
state interference in the economy and program¬ 
ming various aspects of economic advance. Three 
main factors explain the swift development of 
this process. 

First, militarisation of ithe economy during 
the war and ithe maintenance of state 
purchases of armaments and the military expen¬ 
diture in general after the war at a level unusual¬ 
ly high in peacetime; second, the wave of na¬ 
tionalisation which affected many advanced ca¬ 
pitalist countries; third, the growth of state in¬ 
vestment in the development of new industries, 
research work and personnel training. The first 
factor played a particularly important part in 
the United States and the second—in France, 
Italy, and Britain. 

Nationalisation of separate industries, trans¬ 
port and credit made their direct regulation by 
the state necessary. Moreover, the higher the 
share of the nationalised sector, the greater the 
need for economic development programmes. 
This is demonstrated above all by ithe example 
of France. 

In pre-war France nationalisation was limit¬ 
ed to railways (1936-1937). The first postwar 
years witnessed a broad wave of nationalisation. 
Coal, gas and electric power industries, a num¬ 
ber of banks, insurance companies and the Re¬ 
nault Automobile Company were nationalised in 
1945 and 1946. France has now three types of 
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state ownership: national societies—Gaz de 
France, Electricite de France, Charbonnage de 
France, Banque de France, and others; admini¬ 
strative boards (Commissariat for Atomic Energy, 
administrations for the post, telegraph and tele¬ 
phone, tobacco and match industry, production 
of nitrogen, potassium salts, etc.); societies of a 
mixed economy, including Compagnie Frangaise 
de Petrole. 

State enterprises prevail in electric power, oil 
and gas industries, transport, finance, automo¬ 
bile and aircraft industries. State participation 
in mixed companies is estimated from 1,000 mil¬ 
lion to 1,500 million old francs. The state sector 
of industry produces 97 per cent of the coal, 
80 per cent of the electric power, 95 per cent 
of the gas, and 80 per cent of the output of the 
aircraft industry and 40 per cent of the output 
of the automobile industry. The state finances 
the atomic industry and participates to the ex¬ 
tent of from 35 to 40 ,peir cent in all the capi¬ 
tal of the oil companies. ^ The state owns in 
France 35 per cent of the basic capital of firms 
in industry, 50 per cent in power and 30 per 
cent in transport and communications. ^ 

In Britain about 20 per cent of the industry 
is state owned; 14.7 per cent of all factory and 
office workers (in 1955) were engaged in the 
state sector. ^ 

• Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 9, 1960, pp 67-68. 

2 P. Bauchet. Propriete public et planificatioUf Editions 
Cujas, 1962, p. 31. 

3 Mirovaya ekonomika i mezhdunarodniye otnosheniyoy 
No. 11. 1960, p. 68. 
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In Italy the state sector and a mixed econo¬ 
my sector exist in almost all industries. The na¬ 
tionalisation idea is reflected in the 1947 Con¬ 
stitution of Italy. In the Netherlands, the na¬ 
tionalised sector includes the power industry 
(except the oil industry); it exists in the chemi¬ 
cal industry and extends to transport and com¬ 
munications. Even in West Germany, which so 
far is the domain of the so-called free economy, 
the share of state and mixed enterprises was as 
follows in 1957: coal, 25.7 per cent; lignites, 
88 per cent; iron ore, 50.6 per cent; aluminium, 
72.1 per cent; motor cars, 41.9 per cent. ^ 

Capital investment of the state (in relation to 
the total sum), according to figures of the survey 
of the UN Economic Commission for Europe, 
was as follows in 1957: Britain, 32 per cent; 
Austria, 27 per cent; Italy, 27 per cent; France, 
25 per cent; Sweden, 15 per cent; the Nether¬ 
lands, 13 per cent; Norway, 14 per cent. ^ 

The growing share of the national budget in 
the national income is one of the most impor¬ 
tant phenomena in the last 20 years, attesting 
to the ever-greater regulating role of the state 
in developed capitalist countries. In France, for 
example, 14 per cent of the national income pas¬ 
sed through the budget in 1913, while in 1956 the 
figure rose to 40 per cent. ^ 


• Mirovaya ekonomika i mezhdanarodniye otnosheniya, 
No. 11, 1960, p. 68. 

2 Economic Survey of Europe in 1959, U. N., Geneva, 1960, 
Ch. V, p.3. 

3 Mirovaya ekonomika i mezhdanarodniye otnosheniya, 
No. 9, 1960. 
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PkAtiiCAL 

The development of production, together with 
the process of nationalisation and a number of 
other factors thus has led capitalist states to the 
need for compiling economic programmes on na¬ 
tional scales. In the period after the Second 
World War, many advanced capitalist countries, 
first of all in Western Europe, undertook to 
draw up short-term and long-term economic de¬ 
velopment programmes. It is interesting to note 
that at times opposite political forces contribut¬ 
ed to this process. Whereas economic pro¬ 
grammes were considered as a means of smoo¬ 
thing over the sharpest contradictions in produc¬ 
tion, marketing amd distribution of incomes by 
the ruling classes, the working people regarded 
these programmes as a stage to structural re¬ 
forms, as a method of influencing economic de¬ 
velopment in the interest of broad sections of 
society. That is why an acute struggle flared up 
from the very outset between Left political for¬ 
ces for a democratic alternative in the sphere 
of economic programming, while the monopoly 
groups have utilized, and are utilizing, program¬ 
ming in their own interests. 

Economic programming has taken its first 
steps in Western Europe under great influence 
of political parties of the working class. “The 
idea of planning was, of course, in the air in 
France at the Liberation. Not only was the ad¬ 
ministration attuned to the controlled economy 
of the war years, but members of the Govern¬ 
ment (which was the most Left-wing postwar 
France has known, comprising as it did nume- 
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rous Communist ministers), were favourable to 
planning. Also, the programme of the National 
Liberation Committee, the central organisation 
of the Resistance Movement, called for the ela¬ 
boration of the plan.” ‘ Pierre Masse, the first 
Commissioner-General for the plan also pointed 
to the progressive historical roots of French 
planning. “In 1945 the planning of economic 
activity was desired by various circles. The wind 
of reform which swept over France brought 
with it the idea of nationalising key sectors, and 
of a plan to take the place of market mechan¬ 
isms which had failed to remedy social and eco¬ 
nomic aftermath of the great depression of the 
1930s. In those days the political affiliation of 
the ministers reflected that dominating ten¬ 
dency.” ^ 

The biggest practical experience has been ac¬ 
cumulated in France which is rightly regarded 
as the country of classical ca,pitalist program¬ 
ming. Four-year plans have been elaborated in 
France and at present a five-year plan is being 
drafted. The first plan (from 1946-47 to 1952- 
53), known as the Monnet Plan, provided for 
concentrating resources on the development of 
basic sectors—coal, electric power, steel, cement, 
farm machinery and transport. The aim of the 
plan was to restore and give priority to the de¬ 
velopment of branches which make up the “ske¬ 
leton” of the economy. The second plan (1954- 
1957) called for concentrating efforts on quald- 

' I. Racket, A. M. Racket. Economic Planning in France, 
London, 1963, pp. 25*26. 

2 PEP Economic Planning in France, August 14, 1961, 

p. 211. 
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tative results, the development of iscientific re¬ 
search and technological studies, specialisation 
of enterprises, training of personnel and organi¬ 
sation of the market. The third plan (1958-1961) 
laid claim to being the first general plan of eco¬ 
nomic development which includes production, 
money circulation, foreign payments and ties 
with the Common Market. The fourth plan 
(1962-1965) was a plan for accelerating economic 
growth rates and making changes in the sectoral 
structure. A desire for effectively balancing eco¬ 
nomic development underlies the new five-year 
plain for 1966-1970. We want to point to the con¬ 
sistency and purposefulness in the work of the 
General Planning Commissariat and other 
French organisations engaged in planning. The 
results of this work may be criticised, but must 
not be underestimated. French planning is a 
reality exerting a definite influence on the 
course of the country’s economic development. 

While French programming in conditions of 
the capitalist economy is considered a model of 
practical experience, the Dutch programme is 
called a model of theory which, incidentally, is 
combined with considerable practice. The re¬ 
sults of Dutch programming are the “First Me¬ 
morandum on the Industrialisation of Holland” 
(1948-1952), the 20-year forecast (1950-1970) 
and also the annually formulated plans and fore¬ 
casts. The high precision of the apparatus 
utilized in compiling the plains and forecasts 
advanced Holland to first place among the West¬ 
ern countries in this res,pect. True, the economic 
content of the Dutch plans is much more limit¬ 
ed than the French. Their purpose is to achieve 
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a balancing of the economy without any serious 
interference in its structure. 

Italian national plans compiled in rather 
general indicators pursued political sooner than 
economic aims. They were not connected with 
the annual budgets and in the main expressed 
the political platform of the ruling Christian De¬ 
mocratic Party. The Vanoni Plan (1955-1964) 
was a plan of this kind. ^ A new national plan 
for 1965-1969 has been drawn up in Italy. 

Britain was one of the first to take the road 
of nationalisation, nationalising the coal indus¬ 
try after the war. But the experience of British 
national economic planning is rather modest. 
The first attempt was the drawing up of five- 
year plan for 1962-1966. This plan is strictly in 
the nature of recommendations, it is not con¬ 
nected with any concrete eco<nomic instruments 
and measures, and it can be assessed only as the 
first approach to problems of national plan¬ 
ning. The main purpose of this plan was to in¬ 
crease the growth rate of the national income 
to 4 per cent in 1962-1966. In the preceding ten 
years it was 2.5 per cent. How was this increase 
in rates to be achieved? R. Shone, chairman of 
the National Economic Development Council, 
said that the plan compilers counted chiefly on 
the psychological impact of setting ithis aim. ^ 

The Scandinavian countries, Sweden, Nor¬ 
way and Denmark, should also be mentioned 

* “The Vanoni Plan for the Economic Development of 
Italy,” International Labour Review, Vol. LXXI, No. 6, 
June 1955. 

2 Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
1965, No. 3, p. 85. 
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among developed capitalist countries where eco¬ 
nomic programming has made certain headway. 
The report of the Secretariat of the U. N. Eco¬ 
nomic and Social Council ^ on the compilation 
of programmes and planning of industrial de¬ 
velopment mentions Japan, along with France, 
among the developed capitalist countries whose 
experience was most effective. The most impor¬ 
tant results of Japanese planning were the five- 
year plan drawn up in 1956 and the ten-year 
plan for doubling the national income, known 
as the Ikeda Plan and adopted in 1960. The main 
tasks of the latter have been formulated in the 
report of the Sub-Committee of the Economic 
Planning Office as follows: “The Ikeda Plan 
provides for doubling the national income and a 
simultaneous advance in the living standard of 
the nation, the swiftest possible approach to full 
employment, elimination of the gap in incomes, 
etc. A sound development of industry, this main 
core of economic growth, is needed for the 
achievement of all these aims.’’ ^ We shall subse¬ 
quently show how these aims are achieved, but 
mention should be made of the fact that, despite 
the rather high level of Japanese planning it 
proved incapable of even a^pproximately estimat¬ 
ing and controlling the spasmodic and at times 
feverish growth of the country’s economy. 

The United States has contributed much to 
capitalist programming in theory, especially in 
econometric studies, and much less in practice. 

* U, N. Economic and Social Council, E/c. 5/30, April 19, 
1963, p. 5. 

2 Quoted after Mirovaya ekonomika i mezhdunarodniye 
otnosheniya, No. 6, 1964, p. 54. 
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The role of state ownership in the US economy 
is insignificant and the interference of the state 
in the country’s economy is effected not through 
national planning but miainly with the help of 
financial instruments: the budget, taxation, cred¬ 
its, discount rates and prices. In fact, there is 
not a single document bearing the nature of a 
national plan in the United States. But there are 
sufficiently detailed long-term forecasts, that is, 
attempts to predict the state of the economy at 
the end of the period under consideration if it 
develops in keeping with emergent tendencies. 
Outstanding among such is the forecast of the 
development of the United States up to the year 
2000. ^ Its distinction consists in the use of em¬ 
pirical rows instead of functional dependences. 
Notwithstanding the thoroughness of the fore¬ 
casts foi 1980 and 2000 these materials cannot be 
regarded as national plans. They are merely a 
forerunner to an economic programme, but not 
yet a programme itself. 

Organisations which draw up plans and fore¬ 
casts have been sel up in France, Britain, Hol¬ 
land, Sweden, Norway and other countries. The 
General Planning Commissariat in France is the 
most competent and well known of these agen¬ 
cies. The Central Planning Bureau (Holland), 
Economic Planning Department (Norway) and 
National Economic Development Council (Bri- 
tain) perform more limited functions. A charac¬ 
teristic feature of these agencies is their semi- 


‘ H. Landsberg, L. Fischman and J. Fischer. Resources in 
Americans Future. Patterns fif Requirements and Availabi¬ 
lities. 1960-2000. Baltimore, The John Hopkins Press, 1963. 
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official consultative status, except the French 
General Planning Commissariat. This is fully in 
line with the contradictory role national plan¬ 
ning is playing in conditions of private owner¬ 
ship. 

Even a mere enumeration of the various at¬ 
tempts to draw up national plans, economic 
programmes and prognoses in capitalist coun¬ 
tries, attests to the practical needs of contempo¬ 
rary ca,p(itiaJist production in centralised regula¬ 
tion. 


RESULTS 

The compilation of national economic develop¬ 
ment programmes is merely the first step to real 
planning. Ultimately the meaning and purpose 
of planning is to influence practically the devel¬ 
opment of the economy. This is the test of the 
reality of plans and their effectiveness. 

It is very difficult to assess this influence in 
capitalist states. While in the socialist economy 
almost all successes and difficulties of develop¬ 
ment are directly connected with planning be¬ 
cause it is of a directive nature, under capitalism 
it is impossible to divide the influence of the 
plan and the operation of the market, the more 
so since the plan is subordinated to the market. 
At times “the great stability of the Dutch econ¬ 
omy” is held up as “a proof of planning effi¬ 
ciency.” ^ But West German economists could 

^ S. Wellisz. “Economic Planning in the Netherlands, 
France and Italy,” The Journal of Political Economy, Vol. 
LXVIII, June 1960, No. 3, p. 266, 


58 



claim with equal right that the high and stable 
growth rates of their economy are a result of 
the highest possible free operation of the market, 
not hampered by any planning. That is why the 
assessment of the efficiency of capitalist pro¬ 
gramming is purely relative. 

Let us present calculations of the stability 
of industrial growth rates for 1954-1963, using 
the coefficient of variation. ^ The coefficient of 
variation is the ratio of the standard variation 
to the mean value of the attribute. The mean 
value in our case is the average annual rate of 
growth. The smaller the coefficient, the less the 
amplitude of fluctuations in the given totality. 
In our example this indicator characterises the 
stability of economic growth. 

Data of the dynamics of industrial produc¬ 
tion in the principal capitalist countries attest 
above all to the fact that instability of growth 
rates and the alternation of a relative advance 
by a recession (for example, in 1957-1958) is 
inherent in almost all capitalist countries without 
exception. The annual growth rates and coef¬ 
ficient of variation also show that cyclical fluc¬ 
tuations in countries with developed capitalist 
programming (Italy, Norway, France) are most¬ 
ly not as big as in countries where program¬ 
ming has no-t gone beyond the state of forecasts 
(Britain, the United States). 

This, however, does not mean that the fore¬ 
casts and plans are being realised. H. Theil, a 


^ Calculations presented by B. Dubson and A. Pokrovsky 
in Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 3, 1965, p. 89. 


59 



DYNAMICS OF INDUSTRIAL OUTPUT 
(annual growth in percentage) 
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Dutch economist, has calculated * in his time 
the deviation of forecasts in different countries 
from the actual results of economic develop¬ 
ment. He expressed it through coefficient which 
is the ratio between a) the standard deviation 
of the differences between the predicted and 
actual values, and b) standard deviation of the 
annual changes in the variables under conside¬ 
ration. The coefficient, consequently, reflects not 
only deviation of the forecast from reality, but 
also the relationship of the deviation to the ac¬ 
tual growth. The lower coefficient the more 
exact the forecast was. Calculation of coefficient 
4^ for the postwar forecasts of five European 
countries produced the following results: 



Nether¬ 

lands 

Britain 

Norway 

Sweden 

Denmark 

Average 

Exports 

0.16 

0.26 

0.76 

0.62 

0.53 

0.40 

Imports 

0.26 

0.25 

0*73 

0.48 

0.51 

0.41 

Balance of 







payments 

0.48 

0.52 

0.76 

0.71 

0.73 

0.63 

National 







product 

0.53 

0.63 

0.66 

0.78 

0.56 

0.63 

Industrial 







output 

0.54 

0.51 j 

0.59 

0.52 

0.81 

0.59 


Thus, ithe magnitude of deviation of fore¬ 
casts from reality exceeds the annual growth 
of the national product and industrial output 

‘ H. Theil. “Who Forecasts Best,’* International Economic 
Papers, No. 5, London and New York, 1955, p. 194. 


61 




by half. The precision of forecasts is 
not high, to say the least. The Netherlands 
stands out in the table for its indices, which are 
much better than the average for the five coun¬ 
tries. This once again shows that the level of 
Dutch forecasting and programming is quite 
high. 

French programming is the most detailed; 
it relies on a large nationalised sector and uti¬ 
lizes various economic instruments for bring¬ 
ing the private sector in line with the national 
plan. But France, too, cannot serve as ajn exam¬ 
ple of close proximity of actual results to the 
plan. According to P. Bouchet, the recommen¬ 
dations of the Monnet Plan (1947-1953) were 
attained only a year after the expiration of its 
term. The authors of the plan predicted that 
in 1952 industrial output would increase 25 per 
cent (as compared with the 1929 level), while 
actually the growth was only 12 per cent. ^ On 
the whole, the plan for modernisation and re¬ 
equipment was not fulfilled for almost all indica¬ 
tors except oil refining, production of automo¬ 
biles and cement. Percentage of plan fulfilment 
was as foillows: coal, 96; electric power, 95; 
steel, 86; nitrogen fertilisers, 95; chemical fib¬ 
res, 67; tractors, 63; housing construction, 16; 
cotton yarn, 77; woollen yarn, 79; farm machi¬ 
nery, 38 per cent. Industrial production as a 
whole increased only 27 per cent, as against the 
50 per cent called for by the plan. The second 
plan for modernisation and re-equipment was 

^ Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 3, 1965, p. 89. 
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topped for a number of indicators as a result 
of livened-up economic activity. The fulfilment 
was very uneven by industries, namely: coal, 
98 per cent; electric power, 82 per cent; oil 
refining, 104 per cent; steel, 101 per cent; auto¬ 
mobiles, 169 per cent; housing construction, 114 
per cent; cotton yarn, 130 per cent; woollen 
yarn, 128 per cent; chemical fibres, 93 per cent. 
Under the third plan the general production 
index which was to be 127 in 1961 (1956 = 100) 
was actually 123; index of personal consump¬ 
tion—117.6 (124.0) ; import index—118.2 (110). 
The targets and fulfilments of the third plan 
for industrial and agricultural production were 
as follows (1956 = 100) ^ 


1961 



Target 

Fulfil¬ 

ment 

Electric po¬ 
wer 

144 

150 

Tractors and 
farm machi¬ 
nery 

141 

104 

Automobiles, 
motorcycles 
and bicycles 

146 

140 

Textiles 

131 

120 

Plastics 

149 

195 



1961 


Target 

Fulfil¬ 

ment 

Grain 

104 

88 

Maize 

260 

247 

Oil-bearing 

crops 

250 

160 

Beaf 

130 

128 

Veal 

125 

114 

Pork 

133 

122 

Mutton 

136 

118 

Milk 

123 

129 

Sugar 

102 

119 


* Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 11, 1964, pp. 92-93. 
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The Fourith Plan (1962-65) called for an ave¬ 
rage annual growth of the social product of 
5.5 per cent. Actually it was 6.3 per cent in 1962, 
4.7 per cent in 1963 and approximately 4 per 
cent in 1964. 

The figures for France show that a consider¬ 
able discrepancy between actual results and 
the plan is the law, while approximation is the 
exception. And France is generally considered 
the country with the mosit developed capitalist 
programming. 

The reason for the divergence between plans 
and actual results is the domination of the 
capitalist market and subordination of the eco¬ 
nomy to interests of private firms and mono¬ 
polies. In these conditions even a thoroughly 
elaborated and detailed plan remains not so 
much a reality as a desirable aim. Moreover, 
the point is not that the plans are too optimistic 
while private capitalist interests lead to worse 
results. The actual results deviate from the 
plan in different directions, in most cases down¬ 
ward. The icapitalist economy remains unregulat¬ 
ed because of the continued domination of pri¬ 
vate property and the capitalist market. 

In some cases the anarchy of capitalist eco¬ 
nomy and the illusory nature of plans is ex¬ 
pressed in a frenzied, spasmodic expansion of 
production, which is not provided for by any plan 
and creates the danger of subsequent sharp 
recessions. In Holland, for example, according 
to the 20-year forecast for 1951-1970, industrial 
production had to rise by 33-35 per cent in the 
first ten years, while actually it increased 60 
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per cent. ^ 

A still more striking example of the discre¬ 
pancy between the plan and its fulfilment is 
offered by Japan. The five-year plan for 1956- 
1960, compiled in 1956, differs from the actual 
rales by 50-100 per cent. ^ 



Planned 

targets 

Actual 

results 

Gross national product (1955=100) 

127.6 

162.0 

Per capita consumption 



(1934-36=100) 

135.1 

147.5 

Index of the extractive and processing 



industry (1955=100) 

167.0 

227.3 

Exports (million dollars) 

2,720 

4,117 

Imports (million dollars) 

2,970 

4,661 


The Ikeda Plan adopted in 1960, envisaged 
an 11.9 per cent average annual increase in in¬ 
dustrial production (machine-building—14.6 per 
cent; chemistry. 11.9 per cent; oil and coal 
processing, 11.9 per cent; metallurgical indu¬ 
stry, 10.4 per cent; extractive industry. 
2.7 per cent), while the actual growith of indus¬ 
trial production was 24.8 per ceoit in 1960 and 
19.4 per cent in 1961 (machine-building, 37.7 
and 29 per cent respectively and metallurgical 
industry, 31 jper cent and 26 per cent). The pro¬ 
gramme called for an annual growth in capital 

1 Economic Bulletin for Europe, U. IV, Geneva, 1962, Vol. 
14, No. 2, p. 83. 

2 Planning Economic Development, Edited by G. Hagen, 
1963, Illinois, p. 133, 
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investments of 8.2 per cent, while actually it 
was: 55.5 per cent in 1959*60, 27.3 per ceoiit in 
1960-61 and 34.5 per cent in 1961-62. That is 
why in 1961-62 special measures were taken 
to reduce the growth rale so that the uncontrol¬ 
led advance should not turn into an uncontrol¬ 
led recession. The issue of loans and capital 
investment were cut, and the discount rate was 
raised twice. As a result, industrial production 
in 1962 increased only 8.2 per cent, but the 
price paid for uncontrolled growth was very 
high—30 per cent of idle fixed assets in the 
processing industry in December, 1962. ^ 

A sharp discrepancy between the plans and 
actual development of the economy is thus a 
characteristic feature of capitalist programming 
which in most cases remains far from reality. 
A comparison of this sharp discrepancy of plans 
for the development of the capitalist economy 
with the high precision of the fulfilment of 
plans for the development of the Soviet economy 
raises a number of questions: what does the 
reality of plans depend on, what differences in 
the aims, content and methods of socialist plan¬ 
ning and capitalist programming lead to such 
different results? The next chapters have to 
provide an answer to these questions. 


' Mirovaya ekonomika i mezhdunarodniye otnosbeniya. 
No. 6, 1964, pp. 54, 55, 56. 



CHAPTER III 


Aim 
and 
Essence 
of Planning 


Socialisit (plan¬ 
ning of the economy on a national scale as well 
as programming and forecasting of the capitalist 
economy take as their initial point the social 
character of the productive forces and the high 
concentration of production. But the common 
functions and essence of socialist planning and 
capitalist programming begin and end at this 
point. The differences between them start with 
their social functions and end with the methods 
of drawing up plan projections. What is impor¬ 
tant here is neither the new answers, nor the 
historical distinctions, nor the fact that “coun¬ 
tries with a strong socialist influence are in 
favour of more planning and countries with a 
dominant capitalist or conservative influence are 
likely to favour less planning,” ^ 


^ J. Tinbergen. Central Planning, p 7.T. 
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The point is that the difference in the type of 
social systems leads to radical diflerences bet¬ 
ween socialist planning and capitalist program¬ 
ming. At the same time it cannot be denied 
that there exist features common to both, es¬ 
pecially as regards concrete methods of calcu¬ 
lation, study of specific technical and economic 
problems, econometric methods of studying the 
laws governing the development of the produc¬ 
tive forces. 

Socialist planning is not a fixed schedule; it 
develops and changes in conformity with the 
development of society, of science and techno¬ 
logy, including the science of planning. It does 
not isolate itself from world experience, but 
utilizes everything valuable in it. 

SOCIALIST PLANNING IN THE INTERESTS 
OF ALL SOCIETY 

Socialist planning reflects the main aims and 
tasks of a country’s economic development in 
the given period. Under socialism, the main 
purpose of production is to satisfy the require¬ 
ments of all of society. It is this purpose that 
is facilitated by planning, which makes it possi¬ 
ble consciously to apply economic laws in the 
interest of the people through the all-round and 
efficient use of the natural resources and socie¬ 
ty’s productive forces. 

Planning in the USSR proceeds from the 
principle that economic laws are of an objective 
nature and compliance with their demands is 
obligatory. This means that the solution of eco- 





nomic problems depends not only on the wishes 
of people but lalso on the material conditions of 
produotion. 

For example, wages can be increased only to 
the extent of the real material wealth society 
can allot at the given moment. Moreover, the 
increase in the wages fund depends directly on 
the growth of the social labour productivity. 
Subjectivism in the economy, that is, the adop¬ 
tion of decisions at will, without consideration 
for the actual economic possiibilities, can only 
harm a country’s economy and retard its prog¬ 
ress. 

On the other hand, planning rejects blind 
observance of traditions in economic relations, 
proportions and production methods. It implies 
the ever increasing role of the state’s eco¬ 
nomic policy. Active interference in economic 
life enables a socialist state to concentrate ef¬ 
forts on the accomplishment of principal eco¬ 
nomic goals. 

Experience shows that success in national 
economic planning directly depends on the role 
and place of the state sector in a country’s eco¬ 
nomy, and that as this sector extends the econo¬ 
mic role and importance of state plans rise. 
In the Soviet Union all industrial enterprises, 
transport facilities, trade and finance belong to 
one owner, the people. This determines the 
community of the tasks set before economic 
management agencies. 

Socialist property in the USSR has two 
forms—state property (property owned by the 
entire people) and cooperative and collective- 
farm property (property of groups of working 
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people united in producers cooperatives). Social¬ 
ist property prevails in the USSR. But the law 
also allows the small-scale private economy of 
peasants and artisans, which is based on personal 
labour and precludes the exploitation of some¬ 
one else’s labour. There are also the personal 
auxiliary husbandries of factory and office wor¬ 
kers and collective farmers. 

Despite the specific features of planning in 
various socialist countries, connected with na¬ 
tional, historical and economic conditions, there 
are common features of socialist planning of in¬ 
ternational character. 

First, socialist planning is based on public 
ownership of the means of production and 
collective ownership in agriculture. Public own¬ 
ership predetermines the pianned balanced 
nature of the socialist economic development 
and iit brings into being the plan as an instru¬ 
ment for regulating production. 

Second, socialist plainning is effected on a na¬ 
tional scale by sectors, combined with the wide 
development of regional planning and planning 
in production associations and at individual 
enterprises. 

Third, abolishing spontaneous market rela¬ 
tions, socialist planning utilizes money, credit, 
prices and taxation as economic instruments; 
planning does not take the place of these in¬ 
struments, but flexibly interacts with them. 

Fourth, socialist planning, being centralised 
and having a directive character, rests on the 
wide participation of the workers, trade unions, 
mass organisations and all the people in the 
elaboration, discussion and fulfilment of state 
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plans. Planning arms people with a concrete 
programme of action, enables each one to find 
his place in the national effort and converts 
the workingman into the conscious architect of 
his life. 


SCIENTIFIC NATURE OF PLANNING 

Soviet economic development plans are scienti¬ 
fic programmes based on ithe Marxist theory of 
extended reproduction, which contains such 
primary propositions as the division of the so¬ 
cial product into means of production and con¬ 
sumer goods, the law of priority growth of the 
production of means of production, accumula¬ 
tion as the source of extended reproduction and 
also the premise of the principal economic pro¬ 
portions of social production. Proportionality of 
the economy impliefi the attainment of neces¬ 
sary balance between its different parts, 
for example, production of the means of pro¬ 
duction and consumer goods, development of 
industry and agriculture, consumption and ac¬ 
cumulation. 

The building of a new social system like 
communism presupposes the creation of an “ex¬ 
ceedingly intricate and delicate system of new 
organisational relationships extending to the 
planned production and distribution of the goods 
required for the existence of tens of millions of 
people.” ^ The immense tasks of social produc¬ 
tion planning can be accomplished only along 


* Lenin. Collected Works, Vol. 27, p. 24, 
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scientific lines. This above all implies cOn^ioiiS 
use of economic laws in solving all problems 
of economic development. 

The science of planning as a special branch 
of the social sciences is called upon to find 
ways of applying economic laws in directing 
social production, Marxist-Leninist political eco¬ 
nomy is the chief theoretical basis of scientific 
planning. At the same time the science of plan¬ 
ning also rests on all the achievements of the 
natural and technical sciences. 

Genuinely scientific methods of substantiat¬ 
ing the ways for further economic progress are 
needed at the present stage in the development 
of Soviet society’s productive forces. Long-range 
economic development plans are increasingly 
becoming plans of scientific forecasts. Their pur¬ 
pose is to achieve the highest living standard 
for the people. To aecomiplish this task in 
the best way, the formulation of plans must be 
preceded by profoundly scientific elaboration of 
many intricate economic and technical pro¬ 
grammes. A. N. Kosygin, Chairman of the USSR 
Council of Ministers, addressing planning work¬ 
ers in March 1965, said: “Planning is a science 
which must assimilate all scientific and techni¬ 
cal achievements and progressive ideas.” ^ Ex¬ 
plaining the general thesis, Kosygin stressed that 
the drawing up of plans is a great creative 
work, in the course of which the necessity and 
possibility of solving major economic and social 
problems must be scientifically proved. In this 
connection scientific forecasts, elaborated prior 

^ Planovoye Khozyaistoo, No. 4, 1965, p. 4. 
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lo the comipilation of plans, are of especial im¬ 
portance. Scientific forecasts must be prepared 
in each industry so as to pave the way in good 
time for everything progressive and to know 
the trend for drawing up the plan. Scientific fore¬ 
casts or preliminary estimates for the develop¬ 
ment of an industry are usually made by re¬ 
search or designing institutes. They indicate the 
main trends of technological progress and con¬ 
tain all the basic technical and economic indi¬ 
cators for its development. 

The most general feature and chief aim in 
planning is to bring out the scale and comi>osi- 
tion of social needs and to determine the ma¬ 
terial and labour resources necessary for their 
satisfaction and then coordinate them. The sa¬ 
tisfaction of social requirements and the use 
of resources are subordinated to the indefeasible 
law of the socialist economy formulated in the 
Programme of the Communist Party of the So¬ 
viet Union. “Chief emphasis at all levels of plan¬ 
ning and economic management must be laid 
on the most rational and efficient use of ma¬ 
terial, labour and financial resources and natural 
wealth, as well as on the elimination of excessive 
expenditure and of losses. The immutable law of 
economic development is to achieve in the in¬ 
terest of society the highest results at the low¬ 
est cost.” 

The principle of “highest results at the lowest 
cost” is not a special product of the socialist 
economy. This formula is used in solving pro¬ 
duction problems in all economic systems where 
the objective law of the economy of labour-time 
operates. The fundamentally new element in the 
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general fomnuila of efficiency, which reflects the 
specific conditions of socialism, is the attainment 
of highest results in the interests of the whole 
society, and not in the interests of an individual 
or a group of individuals. That is why socialist 
planning has a special function: it brings out the 
requirements of society as a single integral 
organism. This function develops for the first 
time in history, together with the emergence of 
the new social system, socialism. 


SOCIAL NEEDS IN THE FOCUS OF 
ATTENTION 


Social requirements are the sum-total of the 
needs in goods of diefinite volume, assortment 
and quality for production and consumption by 
the people, for the country’s defence and for edu¬ 
cation, health services, science and other spheres 
of non-productive activity. The social usefulness 
of the goods produced is the main demand made 
on all sectors. 

Lenin wrote that the replacement of capital¬ 
ist production by socialist is effected to “ensure 
the well-being and free all-round development of 
all its members.” That is why a plan for the de¬ 
velopment of socialist economy is based on the 
need to satisfy the requirements of society in the 
best i>ossible way. 

Planning production in conformiiity with so¬ 
cial requirements has nothing in common with 
a consumer approach to the plan, signifying dis¬ 
regard for accumulation, giving preference to 
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current requirements over aocumulaition and a 
desire to extend personal consumption today to 
the detriment of a stable growth of consumiption 
in future. 

To proceed in planning from isocial re¬ 
quirements means to take into account not only 
current consumption needs, but also the neces¬ 
sity to constantly improve the living standard, 
which is possible only through continuous and 
efficient development of production. That is why 
planning in conformity with social requirements 
means not to subordinate all national economy 
to present-day consumption, but optimally to 
combine production and consumption, cuirent 
personal and long-range consumption, production 
and accumulation, so ras to ensure maximum sa¬ 
tisfaction of social requirements for the entire 
long-term period of economic development. 

To proceed in planning from social require¬ 
ments means that the drawing up of a plan should 
be preceded by comprehensive study of the needs 
of the socialist market—that is, the demand of 
the fKxpulation and the needs of production. 

To evaluate correctly the primary social re¬ 
quirements for a definite period is a major 
problem of socialist planning. Before drawing 
up a production plan, each enterprise or 
production association must study the demand of 
the consumer. Under socialism, there is no spon¬ 
taneous market to which all the producers are 
subordinated on the pain of ruin. But this does 
not mean that the demands of the socialist mar¬ 
ket for means of production and consumer goods 
are ignored. 

The final social product is determined by the 
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needs of society in consumer goods and in the 
expansion of production. The final product is 
the part of the gross social product which 
finally emerges beyond the bounds of current 
production and is used for consumption, accu¬ 
mulation and also for replacing the means 
of production which had been accumulated 
earlier and were expended in production. If 
the national income of society is equal to the 
gross social product minus all material outlays 
on its production, the final social product is ob¬ 
tained as a result of deducting from the value of 
the gross social product only current material 
outlays, those made for the output of the given 
year. In other words, the value of the final so¬ 
cial product consists of the value newly created 
by living labour an the given year and the value 
transferred from means, of production accumu¬ 
lated in previous years. 

But the results of socialist production are 
characterised not only by the value of the pro¬ 
duced commodities, the national income or gross 
product, but also by their physical composition. 
For the proportional and rapid development of 
the economy and the full satisfaction of the pop¬ 
ulation’s demands, not just any commodities 
are needed, but only those which to maximum 
degree correspond to social requirements. 

EFFICIENCY AS THE CHIEF INDICATOR 

Since the aim of production is known, the main 
thing in planning is to organise most efficiently 
social production and to ensure the accomplish¬ 
ment of the set aim in the shortest possible time 
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and with the lowest outlays of labour and ma¬ 
terial resources. Thus, speaking about the effi¬ 
ciency of production, we again have in mind the 
best satisfaction of society’s requirements. The 
more rationally labour resources are utilised, the 
more economically raw materials, fuel and elec¬ 
tric power are used, the lower the outlays per 
unit of output and the higher labour producti¬ 
vity, the more fully social requirements can be 
satisfied. 

If accounting and planning of social require¬ 
ments provide the answer to the question what 
to produce, planning of the utilization of resour¬ 
ces indicates how to produce. 

The process of socialist extended reproduc¬ 
tion is effected with a definite volume of produc¬ 
tive assets, labour resources and some or other 
degree of the workers’ skill. The scale of produc¬ 
tion is also connected with the quantity and qua¬ 
lity of natural resources. The available material, 
labour and natural resources are not boundless, 
especially within definite time limits (for exam¬ 
ple, a year). That is why the allocation of these 
resources between sectors of the economy and 
categories of production is subordinated under 
socialism to an objective requisite—at the given 
technical level to strive for the smallest possible 
outlays of living and materialised labour per 
unit of output. 

The economic efficiency of social production 
is characterised by the outlays of the main tvpes 
of resources per unit of the total social product, 
final product or national income. A number of 
economic efficiency indicators are utilized in 
planning. They -reflect the outlays of various re- 


77 



sources from idifferent -angles and at the same 
time ithey are closely interconnecited because 
ultimately -every saving is a s«aving of socially 
necessary labour. We can single out three main 
indicators of economic efficiency: labour pro- 
ductivity (production of commodities per unit 
of time) or the reverse indicator, the la¬ 
bour/output ratio (labour outlays per unit of 
output); the output/assets ratio (quantity of com¬ 
modities received per unit of fixed productive 
assets) or the reverse indicator, assets/output 
ratio (outlays of assets per unit of output); the 
materials/output ratio (current outlays of raw 
and oither materials, fuel and electric power per 
unit of output). 

Labour productivity is the main planning 
indicator of economic efficiency. Expansion of 
social production depends on changes in the vo¬ 
lume of utilised living labour and on the dyna¬ 
mics of its expenditure per unit of output. The 
more efficiently the economy develops, the great¬ 
er the extent to which the increase in production 
is effected by raising labour productivity, that 
is, by reducing the labour expenditure per unit 
of output. 

Labour productivity accumulates the effect 
of all factors making for higher efficiency of so¬ 
cial production and, therefore, is a general in¬ 
dicator. It depends above all -on assets per work¬ 
er. The bigger the assets per worker, the more 
productive labour is. It is important to ensure 
conditions in which (labour productivity would 
rise faster than assets per worker, that is, ithe 
output/asset ratio should increase constantly. 

The material/output ratio makes it possible 
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to characterise in a generalised way the efficien¬ 
cy of current production outlays. A reduction of 
material outlays per unit of output is one of the 
main sources for raising the efficiency of pro¬ 
duction. To pro'duce more machinery with the 
same quantity of metal, more clothing and shoes 
with the same quantity of raw materials, and so 
on—this is a manifestation of the law of “highest 
results -at the lowest cost.” 

To characterise fully the efficient use of re¬ 
sources and plan it, labour productivity, out¬ 
put/assets and materials/output ratios must not 
be taken in isolation. It is possible to save raw 
materials by over-expending living labour or to 
raise labour productivity by making excessive 
capital investment. Socialist planning aims to 
achieve the highest output of goods with the 
lowest total outlays of labour and resources. 


PROPORTIONALITY AS ESSENCE 
OF PLANNING 


The idea of economic efficiency concerns all 
sides of social produotion. This idea is at the root 
of our economic policy and planning, whether 
it be the ratio of consumption and accumulation, 
which is a major economic question, or more 
technical problems such as the relationship be¬ 
tween the output of convertor and open-hearth 
steel. 

Notwithstanding all the diversity of these 
problems, and different approaches to determin- 
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ing the efficiency of social iproduction, there is 
one comsmon approach which is the essence of 
socialist planning. It is to consider the efficiency 
of production from the standpoint of proportion¬ 
ality in the development of the economy as a 
whole, and proportions within each sector. In 
socialist society consciously maintained propor- 
tionality of the economy ensures its planned ba¬ 
lanced development. Problems of proportionality 
in the develoipment of the economy have ac¬ 
quired special importance at the present stage of 
communist construction, when fundamental 
changes in all sectors of material production are 
taking place under the impact of scientific and 
technological progress. Essential changes in na¬ 
tional economic proportions are also connected 
with solving the great historic problem of creat¬ 
ing abundance of material and spiritual wealth 
for all members of society. 

National economic planning is called upon to 
ensure proportionality in the development of the 
economy, prevent the rise of disproportions, en¬ 
sure adequate economic reserves as an indispen¬ 
sable condition for high growth rates, the unin¬ 
terrupted operation of enterprises and the con¬ 
stant advance in the living standard. Accomplish¬ 
ment of these tasks is possible only by day-“to-day 
analysis of economic development and profound 
study of the laws governing economic processes 
and knowledge of all national economic relations 
and proportions. 

Social production is an intricate organisation 
of millions of producers and consumers of ma¬ 
terial and cultural wealth. The multi-facet na¬ 
ture of the reproduction process determines the 
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need for observing various proiportions. Roughly, 
reproduction proportions can be divided into two 
large groups: general economic proportions and 
production proportions. The first express the 
structure of the social product and the national 
income. 

These are proportions between the so¬ 
cial product and the national income, the con¬ 
sumption fund and the accumulation fund, De¬ 
partment I (production of means of production) 
and Department II (production of consumer 
goods), industry and agriculture, money income 
and exi>enditure of the population. The second 
include proportions between individual sectors, 
within sectors and enterprises. Closely related 
to proportions of a productive character are al¬ 
so various technical and economic proportions, 
relationship between power and working ma¬ 
chines, capacity for the extraction of raw ma¬ 
terials and their processing, etc. 

There is an unseverable connection between 
general economic proportions and production 
proportions. For example, the ratio between con¬ 
sumption and accumulation predetermines the 
sectorial structure of socital production. A bigger 
share of accumulation in production assets, all 
other conditions being equal, accelerates devel¬ 
opment of industries, manufacturing means of 
production. On the contrary, an increase in the 
share of consumption in the national income in¬ 
volves greater development of consumer goods 
manufacture. At the same time shifts in sectorial 
proportions under impact of technological prog¬ 
ress change the sectorial structure of consump¬ 
tion and accumiiliation funds, determine a rise in 
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efficiency of production accumulations and the¬ 
reby make it possible to change the relationship 
between accumulation and consumption in fa¬ 
vour of (the latter. 

Consistent application of the principle of 
faster development of economical industries and 
categories of production which speed up techno¬ 
logical progress, improve quality and reduce pro¬ 
duction costs, is a major requisite for creating 
the economically most advantageous proportions. 
The question whether certain production is econ¬ 
omical or not is decided by comparioig its eco¬ 
nomic indicators with those of similar produc¬ 
tion. The aim is to achieve highest results at the 
lowest cost. For this purpose a number of produc¬ 
tion variants is compared. It is a fact that a 
definite social need can be satisfied in different 
ways. 

For example, society’s needs in fuel can 
be covered by coal, oil, gais and other combustible 
materials. There is a great diversity of inter¬ 
changeable structural materials made of steel, 
non-ferrous metals and plastics. Categories of 
production which can give society more goods 
at lower outlay should be given priority. 

It must be taken into account that although 
many economical sectors and categories of pro¬ 
duction account for an insignificant share of 
total industrial output, they play a tremendous 
part in accelerating technological progress in 
other sectors of the economy. Electronics, speci¬ 
fically transistors, lasers and similar new techno¬ 
logies, are a case in point. 

Economically feasible limits of replacing 
some products by others are regulated 
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in the plan by steipping up the development of 
economical—that is, progressive—categories of 
production, and slowing down the development, 
curtailing or halting the outpuit of less economic¬ 
al products. Differing growth rates in various 
sectors bring about changes in the seotori<al 
structure of industry. Priority growth of progres¬ 
sive sectors results in a general rise of produc¬ 
tion efficiency, expressed in faster growith of the 
national income and ultimately bigger output of 
material wealth. 

An analysis of structural shifts in material 
production reveales importanit laws characteris¬ 
ing the principal changes in proportions between 
economic sectors, and above tail in industry, 
which occur under the impact of technological 
progress. This is first of all the swifter growth 
of industry as compared with other sectors of 
material produotion and, specifically, as com¬ 
pared with agriculture; accelerated growth of 
industries which directly reflect technological 
progress (engineering, power, chemical); faster 
growth of the processing industry as compared 
with the raw-mate rial sectors: ousting of less ef¬ 
ficient kinds of fuel, power, raw and other ma¬ 
terials by more efficient ones. 

The development of a modern chemical 
industry is a major result of technological pro¬ 
gress in the Soviet Union. 

Economic science has also established more 
general laws governing changes in economic pro¬ 
portions and structural shifts in the economy. 

Priority growth of the production of the 
means of production is a prime postulate of ex¬ 
tended reproduction and technological progress. 


83 



But production of the means of production— 
machinery, equipment, raw and other materials 
and fuel—in socialist oounitries is not an aim in 
itself. 

It ultimately as needed for satisfying the 
growing requirements of the people. That is why, 
if an economic prerequisite arises for bringing 
closer together the growth rates in the produc¬ 
tion of means of production and of consumer 
goods, it is utilized to the utmost, because the 
smaller this gap, while maintaining high growth 
rates and rising consumption, the greater the ef¬ 
ficiency of national economic management. 

Technological progress determines a definite 
tendency to increase the resources available for 
consumption with relatively smaller outlays to 
maintain high economic growth rates. 

Proportional development of the economy by 
consciously regulating material production ena¬ 
bles society to achieve more efficient and ration¬ 
al use of a country’s material wealth and labour 
resources. What is meant is the harmonious de¬ 
velopment of all sectors of the economy, proper 
distribution of the productive forces, tapping of 
the newly-discovered raw material resources and 
maximum improvement of working conditions. 
Naturally, the interests of the world socialist 
system as a whole are taken into account. 



CAPITALIST PROGRAMMING. CONTRADICTIONS 
BETWEEN AIMS AND POSSIBILITIES 

Socialism combines the social character of pro¬ 
duction, social ownership and social regulation 
of production. 

Socialist planning, having as its object the 
entire economy and /all aspects of production, is 
based on adequate objective conditions. Capital¬ 
ist programming does not control the spontane¬ 
ous market; it does not abolish class privileges, 
and is effected in conditions of irreconcilable 
contradictions. Its slogan is: “The capitalist econ¬ 
omy must survive.” The market remains the re¬ 
gulator and driving force of production and dis¬ 
tribution; but in the new conditions it no longer 
copes with all the problems of contemporary 
capitalism; it needs a stabiliser and shock 
absorber. Capitalist programming is designed to 
serve as such. 

The aims and economic content of capitalist 
programming are determined by a combination 
of two different, contradictory factors: domina¬ 
tion of private ownership, the monopolies and 
spontaneous market forces, on the one hand, and 
the desire to avoid cyclical fluctuations and un¬ 
balanced growth, on the other. Without chang¬ 
ing anything in the essence of the capitalist sys¬ 
tem, programming seeks to eliminate all its ob¬ 
vious negative features—that is, to eliminate the 
consequences without affecting the cause. 

Remaining on positions of private capitalist 
property, programming seeks to express the ge¬ 
neral interests of the nation by coordinating them 
with the interests of individual firms and mcno- 
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polies. While leaving the market forces a deci¬ 
sive role in the development of economy, ca¬ 
pitalist programming wants to be their catalyst 
or regulator. Leaving all the economic instru¬ 
ments in the hands of the ruling classes, capital¬ 
ist programming assumes the impractical func¬ 
tion of smoothing over social and property dif¬ 
ferences. 

Most important features of capitalist prog¬ 
ramming are: 

First, capitalist programming is based on pri¬ 
vate property, the domination of corporations 
and monopolies, while the nationalised sector is 
either absent or plays a secondary role with re¬ 
gard to the private sector. In these conditions 
the plan is merely a “concerting” of national 
interests with private capitalist interests in fa¬ 
vour of the latter. 

Second, acting as an aid to the market forces, 
capitalist programming assumes the functions 
which the present-day capitalist market cannot 
discharge (attainment of an equilibrium, full 
employment, stable growth). And it is not the 
market that is subordinated to the plan, but the 
plan to the market, as a result of which it can 
act only in the restricted role of stabiliser or 
oatalyser of the market forces. 

Third, capitalist programming is effected 
mainly on the scale of the national economy, co¬ 
vering in some cases individual sectors. The basic 
production units, enterprises and firms, are bey¬ 
ond the bounds of programming. As a result, 
plans are drawn up in a centralised way, while 
economic decisions are taken privately; the na¬ 
tional plan does not have methods of fulfilment 
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adequate to its laims as soon as it goes beyond 
the bounds of the nationalised sector. 

In addition to these general functions, capi¬ 
talist programming is confronted with a number 
of specific economic problems in various capital¬ 
ist countries, in coaiformity with the objective 
economic conditions and also the prevailing 
theoretical concepts and historical traditions, and 
this leads to definite distinctions in its content. 
In some countries programming is merely called 
upon to forecast possible economic growth ten¬ 
dencies; in others the task of achieving balanced 
growth is put to the fore; in countries with a 
considerable nationalised sector problems of 
changing the economic structure hold a signific¬ 
ant place. The differences in aims and concrete 
tasks lead to dissimilarity of forms of oapitalist 
programmiing, which we shall discuss in the next 
chapter. 

However, the presence of these aims in itself 
does not yet create possibilities for their practic¬ 
al achievement. Capitalism, preserving private 
property, thereby enters into an irreconcilable 
contradiction with the siocial character of the pro¬ 
ductive forces. Partial nationalisation does not 
remove this contradiction and merely sitresses 
the impossibility of ensuring a normal economic 
process under the domination of private ca¬ 
pitalist property. 

“CONCERTED" ECONOMY AND PRIVATE 
INTERESTS 

Wesitern literature on economy widely advocates 
the idea that capitalist programming is some- 
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thing in the nature of a “social contract” which 
leads to a “concerted” ^ ebonomy, that it is ca¬ 
pable of reconciling the social interests with the 
capitalist market and is something intermediary 
between socialist planning and the free operation 
of the market forces. 

“The foundation of the French plan,” Pierre 
Masse wrote in his preface to the book, Econom¬ 
ic Planning in France, “is a collective reflection 
on the future. It leads to conclusions which are 
concerted between the representatives of various 
groups in society and correspond to a middle 
way between the traditional liberal market econ¬ 
omy and the detailed, centralised and authorita¬ 
rian type of planning which existed, and still 
exists, in Eastern European countries.” ^ “The 
essence of the French system of planning in a 
‘regime where private initiative and public ac¬ 
tion exist together’ (Fourth Plan, p. 4) hais lain 
traditionally in the reconciliation by the plan of 
‘the imperative of development’ and the ‘cleaving 
to liberty’.” ^ 

Does this third way really exiist? Can the plan 
reconcile the public and private interests if pri¬ 
vate property dominates? “One of the weak sides 
of neo-Marxism,” F. Perroux asserts, “is repeti¬ 
tion of the assertion that capitalism cannot obey 
a plan.” ^ 

^ The term “concerted” economy is a translation from the 
French “Economic concertee.” 

2 I. Hacket, A. M. Racket. Economic Planning in France, 
Preface by Pierre Masse, London, 1963, p. 7. 

Ibid, p. 206 

F. Perroux. La coexistence pacifique. Cahiers de I’institiit 
de science 6conomique appliqu^, Paris, 1969, p. 113. 
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Indeed, Marxists, and not only they, assert 
that capitaldsm and a national plan are incom¬ 
patible in principle if the plan tries to achieve 
that which does not correspond to the private 
interests. That is why many Western economists 
do not in the least conceal the fact that their 
plans are real only inasmuch as they promote 
private enterprise. The main functions of the 
plan, asserts E. Hamel, one of the leading figures 
in French planning, is “to favour free enterprise 
and to throw light on the environment in which 
free enterprise will function in each sector of 
the economy.” ^ Similar conclusions are con¬ 
tained in materials of the United Nations. 
“. .. Developed countries thus look upon private 
enterprise as the main source of economic 
growth and many of them regard the principal 
tasks of the governments as ensuring economic 
stability and providing a favourable economic 
climate for the private sector.” ^ “The aspira¬ 
tions of the entrepreneurs are concealed behind 
the motives of inational interest.” ^ 

In these conditions partial nationalisation and 
a national plan can be only a catalyser with 
regard to the private sector and, as pointed out 
by G. Monnet, the first Commissioner General 
of the Plan in France, “the sums placed at the 
disposal of nationalised enterprises pass through 
them merely in transit and are redistributed 


* Functions du troisieme plan de modernisation et d'equi- 
pement, Paris, 1957, p. 12. 

2 Planning for Economic Development, United Nations, 
New York, 1963, p. 54. 

^ P. Bouchet. La planification frangaise, Paris, 1962, p. 275. 
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among private enterprises in the form of orders 
lor equipment and for the performance of jobs.” ^ 
What this '"transit” means economically is seen 
from the following calculation of the General 
Confederation of Labour. ^ Owing to the rela¬ 
tively low rates for gas and electricity the state 
railways and the Electricite de France made the 
monopolies a gift of about 3,000,000 million old 
francs between 1948 and 1960 because rates in¬ 
creased 16.4 per cent during this period, while 
wholesale prices rose 37.8 times. In these condi¬ 
tions even the existence of a nationalised sector 
does not alter the essence of the plan. Both the 
slate sector and the national plan act as stimuli 
and conditions for the better development of pri¬ 
vate enterprise, because the latter by itself can 
no longer normally function. It is no accident, 
for example, that the state increasingly assumes 
the development of the infrastructure and re¬ 
search work in order to stimulate private invest¬ 
ment in sectors where efficiency of investment 
is higher. 

The desire to picture capitalist programming 
as a means of achieving national “concert,” as 
the “third” way, is especially untenable in in¬ 
come distribution. The problem of social ine¬ 
quality, especially inequality in income distribu¬ 
tion, is insoluble under imperialism. Walt Ros- 
tow, an American sociologist, said that the Unit¬ 
ed States should fear not the Soviet growth rates, 


* Quoted after Mirooaya ekonomika i mezhdunarodniye 
otnosheniya, No. 11, 1962, p. 45. 

2 Quoted after Mirouaya ekonomika i mezhdunarodniye 
otnosheniya. No. 11, 1962, p. 42. 
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but the American forrtis of distribution which 
fetter the country. The concentration of the na¬ 
tional income in the hands of the privileged class 
is not only social injustice; it also hampers an 
expansion of consumer demand and retards eco¬ 
nomic growth. Capitalist programming, called 
upon to “concert” the interests of the “first” 
hundreds of families located on top of the social 
pyramid and of millions of families at the foun¬ 
dation, presents an odd sight, to say the least! 

Despite the numerous declarations, no special 
illusions exist on this point. “Class, and group, 
antagonisms exist in France as elsewhere, and 
the plan does not exorcise them by a magic wave 
of the wand.” ^ “The role planning should play 
is not to abolish the struggle of groups, but di¬ 
rect it towards general progress.” ^ But of what 
can general progress of antagonistic classes and 
groups consist? Let a bourgeois author himself 
reply to this question. “The entrepreneurs,” 
P. Bouchet writes, “hold a privileged position. 
They are the owners of the incomes and no one 
can restrict their consumption. Since they are 
the owners, an increase of property as a result 
of capital investments leads to an increase in 
their consumption.” “The claims of the workers 
are more direct and the increase in their con¬ 
sumption expenditure is insignificant. The in¬ 
crease in income from wages can be achieved 
only in open struggle.” “Inequality, privileges of 
separate social groups and the annual incomes 
from the best lands grow ever faster with the 


‘ I. Racket. A. M. Racket. Op. C/t., p. 317. 

2 P. Bouchet. La plantfication frangaise, Paris, 1962, p. 275. 
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general rise in incomes and production, and they 
are intensified with the acceleration of growth 
rates.” '‘We must bear in mind that in our system 
the government cannot control legislatively the 
incomes of the profit owners. Wages are the sole 
effectively controlled income, the most conve¬ 
nient for observation.” ^ Rigid control over the 
incomes of factory and office workers and the 
absence of effective means of control over 
profits—such in reality is the middle way. 


CAPITALIST PROGRAMMING AS AN AID 
TO THE MARKET 

Capitalist programming is called upon to regu¬ 
late the free market; it is put forward as an alter¬ 
native to the market forces no longer capable of 
ensuring stable economic growth. To what extent 
is programming designed to replace the capital¬ 
ist market? What is their interconnection? West¬ 
ern economists do not provide uniform answers 
to these questions. 

Let us begin by noting that some economists 
continue to deny the advantages of the plan over 
the free market. John Jewkes,^ for example, 
holds that free enterprise can be more flexible 
than national planning: first, says Jewkes, plan¬ 
ning, which is a coordination of action, requires 
much time for this coordination, while entrepre- 


* P. Bouchet. La planification frangaise, Paris, 1962, 
pp. 275, 276, 278. 

2 John Jewkes. Planning by Ordeal, London, 1948. 
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neurs independent of each other can act more 
swiftly: second, technical and commercial de¬ 
tails are better known to the individual producer 
than to central agencies; third, mistakes of in¬ 
dependent producers can partly neutralise each 
other, while erroneous decisions taken centrally 
cannot be balanced. 

Such an apology for the free unrestricted 
market is not so rare among economists of the 
United States, Britain, West Germany and other 
countries. The theory and practices of “neo-libe¬ 
ralism” prevail in West Germany, where rapid 
postwar economic growth on the basis of abso¬ 
lutely unrestricted private enterprise helned to 
preserve faith in the market forces, in laissez- 
faire, At the same time this has brought forth 
criticism against countries which widely utilize 
methods of state interference. Frankfurter Allge- 
meine, for example, asserted on May 17, 1958, 
that ^'etatisme is the root of France’s economic 
weakness.” 

Faith in the free market has largely been pre¬ 
served in the United States, inasmuch as tradi¬ 
tions of free enterprise are very strongly rooted 
there. 

The logical consequence of such an out¬ 
look is a negative or sceptical attitude towards 
capitalist programming and the elaboration of 
national plans. There is reason why some neo-li¬ 
berals think that planning under capitalism is a 
typically French phenomenon, because protec¬ 
tionism has always been characteristic of France. 

Thus, far from all theoreticians and practical 
leaders of capitalism are in favour of economic 
programming and wide state interference. We do 
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not intend to act as critics and prove that state 
interference and capitalist programming are 
needed. Everything that could have been said 
about it from positions of capitalism has been 
said by Keynes and the Keynesians. We shall 
merely draw attention to a principal aspect. As 
long as free enterprise ensured definite economic 
growth and a certain equilibrium which was up¬ 
set by “not too destructive” crises, the 
theory and practice of state interference and 
capitalist programming were in an embryonic 
state. But the deeper the crises and the longer 
the depression, the faster they began to develop. 
In the new conditions the precept “Drowning 
man, save himself,” typical of capitalism, no 
longer holds good, and the state makes it its 
business to save “the drowning ” Even in the 
United States and the Federal Republic of Ger¬ 
many, the countries where the principle of free 
enterprise has been preserved to the greatest ex¬ 
tent, the role of the state is exceedingly high. 
In the FRG state accounts for one-third of all 
the capital investments and in the USA the share 
of assets owned by the state in total national 
assets rose from 6.6 per cent in 1902 to 20.6 per 
cent in 1946, while the share of the national in¬ 
come received by the state through taxation rose 
from 1.8 per cent in 1900 to 22.4 per cent in 
1957.' West German ruling circles adhere to the 
positions of neo-liberalism, but their views have 
evolved towards admission that state interference 
and the role of programming should increase. 

‘ R. Kh. Khafizov. Critique of State Regulation of the 
Capitalist Economy (in Russian), Moscow, 1961. p. 21. 
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This evolution was expressed in establishing 
in 1963 a group of advisers to the Federal 
Chancellor on iproblems of forecasts and pro¬ 
gramming. The limited nature of this step is not 
so important as the tendency itself, which is 
being intensified by the process of integration in 
the Common Market. 

And yet a considerable part, if not the 
majority of bourgeois economists (theoreticians 
and practical workers) hold that one of the chief 
functions of capitalist programming is to restrict 
the market forces in the general national interest, 
and that this function is fully feasible. The spon¬ 
taneous action of the capitalist market has led, 
and is leading, to unemployment, overproduc¬ 
tion, slow growth of the effective demand, bal- 
ance-of-payments deficit, epidemic of failures, 
that is, to everything Marxists call capitalist 
crises. All these phenomena hit a record high in 
1929-1930. Since then capitalism has given his¬ 
tory a risky promissory note, an obligation to 
prevent a crisis similar to the Great Depression. 
Capitalist programming is designed to fulfil this 
obligation, to maintain the economy in a state 
of equilibrium. “The plan,” F. Perroux points 
out, “is the assistant of the market when the 
latter does not discharge its functions...” * 
Thus, the plan is called upon to do everything 
the market is unable to do. Here is a very im¬ 
portant idea which expresses the quintessence 
of capitalist programming. 

At the same time the plan remains only the 
market’s aid, that is, plays a subordinate role 


• F. Perroux. Le V plan frangaise, 1963. Paris, p, 24. 
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and is called upon to mitigate the excesses of the 
market and, moreover, to stimulate the market. 
‘‘Plans do not stand in contrast to the market; 
they are an integral part of the market economy, 
which is subjected, if not to cyclical fluctuations, 
at least to an alternation of ‘high and low 
tides.’ ” ^ With such a relation between the plan 
and the market, only a plan which conforms to 
the tendencies of the market and merely facili¬ 
tates its equilibrium is feasible. .. Planning has 
been most successful only when it stimulated 
the market economy and facilitated profitability, 
instead of setting itself up against it,” ^ 

Three problems are put to the fore as con¬ 
crete tasks of capitalist programming at the pres¬ 
ent stage in various combinations: first, achieve¬ 
ment of an internally and externally balanced 
economy (supply and demand on the home mar¬ 
ket, equilibrium of the foreign trade and pay¬ 
ments balance); second, higher and stable eco* 
nomic growth rates; third, structural changes in 
production. 

The anti-cyclical trend of capitalist program¬ 
ming is its most fixed feature. Unemployment, 
rising prices, balance-of-payments deficits—these 
■are insoluble problems of capitalism and they 
fully preserve their “urgency” today. Capitalist 
programming is not counterposed to market ten¬ 
dencies; it merel3" tries to even them out, to 

^ M. van Meerhaeghe. “La planification indicative,” “Les 
Problems de la planification,” CoUoque de Vinstitut de 
sociologie de Solway, Bruxelles, 1962, p. 55. 

^ I. Benard. “La marche commiin european et Tavenir do 
la planification frangaise,” Problemes economiques, 8 De¬ 
cember, 1964. 
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soften by state measures the sharp fluctuaitions 
of the economic cycle. 

The capitalist market has also demonstrated 
its inability to ensure high, and, what is most 
important, stable growth rates. That is why ca¬ 
pitalist programming is expected to accomplish 
what the market failed to do. “There is no reason 
to believe that the high rate of growth would 
result from spontaneous efforts of economic for¬ 
ces; it will require specific pmlicy measures to 
achieve it.” ' That is why “the fast rate of eco¬ 
nomic growth is still the dominant preoccupa¬ 
tion of the French Plan.” ^ 

Economic growth rates are the preoccupation 
not only of French planning, but also of all the 
other developed capitalist countries which utilise 
or do not utilise the methods of economic pro¬ 
gramming. But in France, as in other countries 
which go beyond con junctural planning, ^ growth 
rates are put to the foreground as a national goal. 
That is why, if we are to speak of the main aim 
of the Fourth Plan in France, it is to attain a 
5.5-per cent annual growth rates in the national 
income. 

The presence of a nationalised sector con¬ 
fronts capitalist programming with the problem 
of influencing not only the economy as a whole, 
but also its separate branches, to change the 
relationship between them in favour of some of 
them. It is characteristic that first choice is given 

1 I. Packet. A. M. Racket. Op. Cit, p. 118. 

2 Ihid,, p. 357. 

3 This term is a translation from the French “la planifi- 
cation conjoncturelle,” its meaning is explained in the 
section dealing with this type of planning. See pp. 138-140. 
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to branches connected with war production and 
technological progress and which have a low rate 
of profit (above all the infrastructure and the 
extractive industry). 

And so, capitalist programming, advanced as 
a means of providing a “concerted” economy, is 
called upon, in the opinion of its ifleologists and 
devisers, to play a triple role: first, to ensure 
conformity between the private and national in¬ 
terests; second, to promote a more even distribu¬ 
tion of incomes, and, third, to restrict the opera¬ 
tion of the market when it leads to adverse 
changes in the economy and also to help accom¬ 
plish concrete economic tasks, inasmuch as the 
market forces are unable to do so. These func¬ 
tions have a fully objective and material origin; 
they reflect the actual contradictions of capital¬ 
ism: the contradiction between the social nature 
of production and private ownership of the 
means of production, the socially unjust and 
economically fallacious distribution of incomes 
in favour of the privileged minority, the inability 
of the market and free conupetition to ensure 
normal economic development. But attempts to 
resolve these contradictions, as pointed out ear¬ 
lier, are rather one-sided. 

Capitalisit .programming favours the maxim¬ 
um private enterprise and the monopolies and 
subordinates the social interests to them; rigidly 
regulating wages it is little effective as regards 
profits; while seeking to restrict market tenden¬ 
cies, programming is wholly subordiniated to the 
market, stimulates the market economy and as¬ 
sumes only the functions which the capitalist 
market today is unable to discharge. Such in 
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reality is the middle way, the way of a “concert¬ 
ed” economy. Under capitalism this way cannot 
be any different. In the long run, everything is 
subordinated to the objective logic of history, and 
capitalist programming cannot be the exception. 



CHAPTER IV 


Forms 

and 

Organisation 
of Planning 


The forms and 

organisation of planning depend upon its aims 
and economic essence. In the socialist economy 
planning embraces all sides of the economy— 
production, capital investments, living standard, 
finances, prices, and so on. Plans are drawn up 
for the entire national economy and also for 
sectors, areas and enterprises. Planning of 
social production includes the conscious use 
of the laws governing the socialist market rela¬ 
tions and commodity-money relations. Profita¬ 
bility does not run counter to the plan, but is its 
indispensible requisite. The plan is achieved not 
by ignoring the demand of the population, but by 
guiding itself by this demand. 
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Socialist pliannlrig is based not on projects of 
administrators, but on ideas, criticism and sug¬ 
gestions of tens of millions of people taking a 
direct part in drawing up plans at all levels. 

Capitalist programming utilizes quite different 
forms and methods of regulating the economy. 
Being subordinated to private capitalist interests 
and fulfilling an auxiliary role with regard to 
the spontaneous market, it cannot be all inclu¬ 
sive and largely remains Sipeculative and passive. 

Capitalist programming, not based on public 
ownership, is forced to deal only with separate 
sides of the economy that come within its scope. 
In the capitalist economy, even if there are all 
kinds of plans and programmes, economic acti¬ 
vity in the main is regulated by the market. This 
determines the non-obli,gatory nature of plan¬ 
ning and its narrow sphere of action. Leaving 
economic decisions fully in the hands of private 
firms and monopolies, capitalist programming 
cannot go beyond the bounds of recommenda¬ 
tions; from being decisive, is merely consultat¬ 
ive. Capitalist programming is completely 
isolated by private property from the in¬ 
terests and participation of the direct producers, 
and, therefore, often remains merely the product 
of arm-chair effort of management and special¬ 
ists. 

Capitalist programming is not an integrated 
whole. It exists in different forms and pursues 
narrower or wider objectives. Its activity rises 
with the increase in the role of the nationalised 
sector. 

From forecasts to imperative planning in 
a number of sectors—'SUch is the diversity of 
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forms of capitalist pro^Miming. Moreover, its 
feasibility does not depend on whether the plans 
are ambitious and detailed or no't. The claims 
do not always correspond to the possibilities. 


SYSTEM OF PLANS AND THEIR 
INTERCONNECTION 

The system of national economic planning in the 
Soviet Union can be pictured as a pyramid in 
which the plans of enterprises and also the ter¬ 
ritorial management agencies form the founda¬ 
tion. Nexit come the plans of the Union Republics 
and, lastly, the summit of the pyramid is crown¬ 
ed by the national economic development plan. 

Planning of production enoomipasses all esitab- 
Idshments: factories, mines, collective farms, and 
state farms, construction sites, etc. The entire 
personnel of an enterprise takes part in drawing 
up the plan. It discusses the diraft and submits 
corrections and amendments. In the long run, 
all proposals are concentrated in the planning 
department of the enterprise, which draws uip 
the final variant of the plan. This is the first link 
in the general system of planning agencies. 

Plans of economic associations and Planning 
Committees of the Union Republics rest on the 
plans of enterprises. But each enterprise natural¬ 
ly cannot fully know the country’s needs in the 
goods it produces. To orient enterprises in work¬ 
ing out plans for the goods they produce in the 
required quantities, and in organising the manu¬ 
facture of new goods and developing the most 
progressive spheres of production, leading bodies 
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draw up direcftiv-es On the tasks and trends of 
the plan and then inform the enteirprises abouit 
their control figures and plan assignments. On 
the basis of the control figures and existing re¬ 
lations with its consumers an enterprise draws 
up long-term and annual plans for all its acti¬ 
vities. 

The plan drawing at an enteirprise begins 
with an analysis the attained level of produc¬ 
tion and the disclosure of internal reserves for 
further growth. Rates are used as the basis for 
all calculations: rates of equipment productivity, 
rates of consumption of electric power, fuel, raw 
materials, isemi-finished products and other ma¬ 
terial resources, and also rates of labour expen¬ 
diture per unit of output. The elaboration of 
progressive rates which lake into account the 
possibility of introducing technical innovations 
and the mass application of Ihe best experi¬ 
ence—this IS ithe keystone of planning work, on 
which the entire edifice of subsequent calcula¬ 
tions rests. 

The plan of an eniteriprise reflects the inter¬ 
dependence of shops and sections in the manu¬ 
facturing process. The production plan of an en¬ 
terprise—for example, a medium-sized engineer¬ 
ing plant—embraces the process of manufactur¬ 
ing thousands of different parts, which pass 
many thousand operations. Naturally the elabo¬ 
ration of a production plan of such an enterprise 
presupposes an improved method of calculations 
which at present increasingly rests on high-speed 
electronic computers. 

In other sectors of the economy—agriculture, 
for example—-planning has Oither forms. But 
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there, too, it covers in detail all elements of the 
production process. Thus, the plan organises the 
production process and determines the tasks of 
each worker. 

The content and forms of the interconnection 
between plans in separate links of the economy 
are determined by real conditions of the process 
of production, distribution and consumption of 
material wealth. The organising role of the plan 
is manifested along two lines. First of all, the 
production process within an enterprise is found¬ 
ed on its basis. On the other hand, in conditions 
of a highly developed social division of labour, 
characteristic of socialist society, each enterprise 
can function only if it exchanges the results of 
its activity with other sectors of the national 
economy. These “external” economic ties are 
also rellected in the plan of an enterprise. 

The relationship of internal and external 
functions of an enterprise’s plan determines the 
system of necessary indicato-rs. The internal in¬ 
dicators, that is, those which set assignments for 
separate sections of production, must be concrete 
to the utmost and fix the production ties of the 
sections and the economic side of the production 
process. As for indicators which characterise the 
“external” economic ties, they must contain only 
such data as are necessary for shaping national 
economic proportions, and for organising pro¬ 
duction ties of enterprises and determining the 
economic relations of the given enterprise with 
society, as a whole, with the state. 

Speaking about the interconnection of pro¬ 
duction plans, it should be stressed that their 
indicators are based on the principle of aggrega- 
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tion from the lower links to the higher. 

The reorganisation of management and im¬ 
provement of planning earned out in the Soviet 
Union on the basis of the decisions of the CPSU 
Central Committee approved at its Plenary Meet¬ 
ing in September 1965, drastically reduced the 
number of plan indicators of enterprises which 
are approved by the higher bodies. 

As a rule, the following indicators are ap¬ 
proved: 

Production 

Total volume of goods to be sold, in operat¬ 
ing wholesale prices. In some industries, in case 
of necessity, the indicator of goods shipped may 
be used. Indicators in physical terms are used 
for major kinds of goods (giving separately out¬ 
put for export), including indicators of the qua¬ 
lity of goods. 

Labour 

The wage fund. 

Finances 

The amount of profits and level of profita¬ 
bility (rate of profit to the sum of fixed assets 
and working funds); 

Payments into the state budget and alloca¬ 
tions from the budget. 

Capital construction 

Volume of centralised capital investments, in¬ 
cluding the volume of building and assembly 
work; 

Commissioning of fixed assets and productive 
capacity on account of centralised capital invest¬ 
ments. 

Introduction of new technology 

Assignments for organising the production of 
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new kind's of goods and the introduction of new 
manufacturing processes, comiprehensive mecha¬ 
nisation and automation of production particu¬ 
larly important for the development of the given 
industry. 

Supply 

Volume of deliveries of raw and other ma¬ 
terials and equipment allocated by a higher body 
to the enterprise. 

The approved indicators are given in the an¬ 
nual plan as a rule with a breakdown by quar¬ 
ters, while the production indicators in physical 
terms in exceptional cases are also broken down 
by months, taking into account the contracts for 
the delivery of goods concluded by the enter¬ 
prise. 

All O'ther indicators in the plans of enterpri¬ 
ses are not approved by the higher bodies. They 
are elaborated by the enterprises and used by 
planning agencies both for calculating the re¬ 
quired materials and formulating plans. 

In conformity with the established plan in¬ 
dicators and the concluded contracts, an enter¬ 
prise draws up a detailed annual combined 
technical, production and financial plan, quart¬ 
erly and monthly plans of production and eco¬ 
nomic activity, which are aipproved by the 
director of the enterprise. 

The plan of an enterprise enumerates all the 
main items to be produced; the plans of min¬ 
istries and departments and also the plans of 
Union Republics list only the major kinds of 
goods, and in the state plan the list of goods 
is further aggregated. 

The national economic plan as a state do 
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cument, is a compendium of targets set for in¬ 
dividual sectors in conformity with the general 
aim set before the economy for the given 
planned period. For the sake of convenience 
these targets, also called plan indicators, are 
groui>ed. The structure of the state plan natur¬ 
ally depends on how developed the economy is, 
on the social and sectoral structure of the ma¬ 
terial production, and also on the aims and 
tasks of the plan. 

Sections dealing with social problems hold an 
important place in the state plan. The plan out¬ 
lines the prospects for the further rise in the 
incomes of the working people, development of 
science, culture, health services and other 
spheres serving the material and cultural needs 
of the people. Special attention in social deve¬ 
lopment plans is paid to such questions as ex¬ 
tension of the network of schools and other edu¬ 
cational establishments, housing construction 
and maintenance of the disabled at the expense 
of society. The elaboration of the economic 
development programme of the Soviet Union 
proceeds under the slogan “Everything in the 
name of man, for the benefit of man.” 

In socialist society the people’s living stand¬ 
ard advances on the basis of technological pro¬ 
gress and improvement of manufacturing pro¬ 
cesses, chiefly through the rise in labour pro¬ 
ductivity. That is why questions of labour pro¬ 
ductivity command much attention in all sec¬ 
tions of the plan. The national plan for econom¬ 
ic development includes sections which deter¬ 
mine the development of industry, agriculture, 
transport and communications, foreign trade, 
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material supply, retail trade and the rise in the 
living standard, as well as the development of 
individual economic areas. The generalised sec¬ 
tion of 'the plan is the summary including the 
main indicators for material production, labour 
and wages, finance, cost of production and ac¬ 
cumulation. 

The state plan is approved by the Supreme 
Soviet of the USSR and the plans of the Union 
Republics, by the Republican Supreme Soviets 
(parliaments). The approved national economic 
plan has the force of law and is binding on all 
organisations of the Soviet Union. 

CURRENT AND LONG-TERM PLANS 

The comibination of current (annual) planning 
with long-term plans is an important principle 
underlying the organisation of socialist planning. 
In the first chapter we noted that current plans 
originated first. Those were plans for the pro¬ 
duction and distribution of major goods. Such 
a form of planning was in line with the econom¬ 
ic situation which demanded the urgent solution 
of problems of supplying the population, devel¬ 
oping industry and strengthening the country’s 
defences. This could be done only on the basis 
of current plans. Annual plans have preserved 
their significance to this day, but they are now 
an integral part of the long-term plans. The an¬ 
nual plans specify the assignments of the long¬ 
term plans; the annual plans take into account 
the fulfilment of the long-term plan, the new re¬ 
quirements of society and the achievements of 
science and technology. 
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The main purpose of annual plans is to en¬ 
sure the coordination of social production in 
conformity with the available resources. The 
supply plan is a major element of annual plann¬ 
ing. Naturally, all the main indicators of the an¬ 
nual plan are largely determined by the long¬ 
term plan, which expresses the economic pro¬ 
gramme of the Communist Party and the Soviet 
Government for a definite period, usually of five 
years. Each new long-term plan is connected 
with the solution of major economic and politic¬ 
al problems. 

The framing of a long-term plan passes 
through two stages. At the firs^t stage the central 
planning agencies prepare an aggregated model 
of the plan, which gives general guide-lines of 
the trends and growth rates of the economy dur¬ 
ing the period covered by the plan. 

But even at the first stage the nature and 
methods of calculations change as planning work 
deepens. At the initial stage the calculations are 
more of an aggregated nature and deial chiefly 
with synthetic indicators of economic develop¬ 
ment, such as the volume and growth rates of 
the national income, structure of the social pro¬ 
duct, main parameters of capital investment, 
and so on. Aggregated sectoral projections and 
the calculation of some preliminary indicators 
of labour and the living standard emerge at the 
end of the first stage. 

The concrete indicators calculated at the first 
stage are: 

allocation of the labour resources and labour¬ 
time by sectors and assessment of the possible 
growth in annual labour productivity; 
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volume of fixed assets and capital investment, 
and their main structural elements; 

forecasts of changes in the indicators of ef¬ 
ficiency of the use of fixed productive assets and 
capital investment in the productive sphere; 

volume and structure of the consumption 
fund; 

preliminary estimates of the growth rates of 
gross ouitpuit in the main sectors of material pro¬ 
duction and also production of some of the main 
kinds of goods in physical terms. 

The sum-total of these indicators reflects the 
real possibilities of economic growth, on the 
one hand, and the main tasks, on the other. 

The aggregated estimates are known as tar¬ 
get figures or main trends of national economic 
development. After their examination and ap¬ 
proval by the leading bodies, they are commu¬ 
nicated to economic agencies and enterprises. 

On the basis of the target figures, a more de¬ 
tailed plan is elaborated at all links of planning 
and in economic agencies. 

The elaboration of the long-term plan in two 
stages is an important organisational principle 
which makes possible the fullest account of pro¬ 
duction potentialities. The efficiency of the na¬ 
tional economic plan largely depends on the 
plans drawn up at enterprises and construction 
sites with active participation of their personnel. 
In the past enterprises were enlisted in com¬ 
piling long-term national economic development 
plans too, but this work was insufficiently or¬ 
ganised and its results were inadequately utili¬ 
zed. Now the role of long-tterm planning has 
been considerably enhanced. A five-year 
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plan (with the allocation of major targets by 
yeaiTs) is the main form of state national econ¬ 
omic development planning in the USSR. The 
targets of the five-year plans are concretised in 
the annual plans. 

Producer enterprises, proceeding from the 
control figures, coordinate in advance with the 
consumer enterprises or sales and trading orga¬ 
nisations the volume, assortment and quality of 
the goods and delivery dates and form a backlog 
of orders. Higher agencies examine plans of en¬ 
terprises with the participation of the latter and 
draw up sectorial plans. 

A primary rule in distributing the targets of 
long-term plans by years is to ensure the rhyth¬ 
mic and proportional development of the eco¬ 
nomy, which presupposes a balanced plan each 
year. 

But eiven with exceedingly high precision in 
working out a long-term plan, all the possible 
events in economic life cannot be foreseen and 
accurate fulfilment ensured. That is why adjust- 
menit of annual plans is inevitable. The annual 
assignments of a long-term plan are specified 
in a comprehensive way for all interconnected 
plan indicators. Changes of annual plans by high¬ 
er bodies are allowed in exceptional cases, only 
after a preliminary discussion of these changes 
with the management of enterprises. Simultane¬ 
ously the necessary adjustments in the intercon¬ 
nected plan indicators are made. 

Adjustments in plans for the output of con¬ 
sumer goods caused by justified changes of or¬ 
ders of trading or sales organisations are intro¬ 
duced by enterprises themselves within the limits 
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of the iplan of their .profit targets; if this in¬ 
volves a reduction of payments into the budget, 
the adjustments are made upon coordination 
with the higher organisation at the expense of 
its reserves. 

A special place is held by long-range plans 
for a period of from 10 <to 20 years. The first 
long-range plan was that for the electrification 
of Russia drawn up on the initiative of Lenin 
in the first Soviet years. At present development 
of the Soviet Union is proceeding on the basis 
of the long-range 20-year plan (1961-1980), 
which provides for manyfold expansion of pro¬ 
duction on a new engineering basis. This will 
make it possible steeply to advance the living 
standard of the Soviet people. 

PLANNING BY SECTORS AND AREAS 

In socialist society planning embraces the entire 
range of economic and cultural development, 
all sides of the economy. Planning agencies are 
accomplishing the intricate task of coordinating 
the activities of hundreds of thousands of in¬ 
dustrial, agricultural, transport and other pro¬ 
duction enterprises and the huge network of 
trading, cultural and service establishments. The 
state plan is drawn up along two main lines: 
by sectors and areas. 

General guidance in compiling the sectoral 
plans is carried out by the respective ministries 
and other sectoral departments. 

The main tasks of the Union-Republican and 
All-Union Ministries are: 

to ensure, with smallest exi>enditure of social 
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labour, the production of high quality goods 
for satisfying the needs of the economy and the 
population; 

to fulfil the state plan; 

to utilize rationally capital investments, raise 
their effeotiveness and also see to the timely 
commissioning of industrial enterprises and 
bringing production to full capacity in brief 
periods; 

to apiply a single technological pKDlicy and 
achieve a high technico-economic level of pro¬ 
duction; 

to provide enterprises and organisations with 
qualified personnel, to ensure their proper em¬ 
ployment and to take measures for improving 
labour organisation. 

To cope successfully wiith these tasks USSR 
ministries concentrate in their hands the guid¬ 
ance of production as well as the activity of re¬ 
search and designing organisations in their re¬ 
spective sectors. 

Union-Republican and All-Union Ministries 
allocate the material and technical resources 
for the development of industries, while supply 
plans are carried out through a system of cen¬ 
tral distributive and territorial supply agencies. 
Prior to the formation of ministries, sectorial 
plans chiefly covered the production programme 
in capital construction. 

Now the sectorial plan includes all econom¬ 
ic indicators (labour, production outlays, pro¬ 
fitability, etc.). Sectoral plans envisage the prior¬ 
ity development of the most efficient categories 
of production and manufacturing processes, the 
wide development of specialisation and coopera- 
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tion, mechanisation and automation of produc¬ 
tion processes, manufacture of the machinery, 
equipment, materials and consumer goods of 
new models. Much attention is given to the in¬ 
troduction of progressive rates for the consump¬ 
tion of materials and fuel, the expenditure of 
labour, the most rational use of productive ca¬ 
pacity, rise in labour productivity and reduc¬ 
tion of costs. 

There is no need to describe planning in every 
sector of the economy. Let us merely dwell upon 
the distinctions of planning in miajor spheres of 
production such as industry and agriculture. 

. The industrial production plan calls for the 
output of main kinds of goods in physical terms 
and the production of goods by branches in value 
terms, with a breakdown of the toital into means 
of production and consumer goods. The planned 
scale of industrial production is based, first, on 
material balances of the main kinds of raw and 
other materials and fuel; second, on the balan¬ 
ces of productive capacity and fixed assets. 
Every increase in industrial output presupposes 
the fuller use of existing capacity or the com¬ 
missioning of new capacity. A balance of pro¬ 
ductive capacity and a balance of fixed assets 
make it possible to determine the necessary cap¬ 
ital investment by sectors and categories of 
industrial production. 

The plan for industry determines the need 
in new workers of certain trades and skills and 
ensures the full employment of the able-bodied 
population. The drawing up of an industrial 
production plan also presupposes corresponding 
calculation of the wage fund. 
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The plan for development of agriculture 
provides for volume of output in value terms. 
At present, the state plan indicates only the vol¬ 
ume of agricultural produce purchased by the 
state. The assignments for state purchases of 
farm produce are communiicated to the regions 
and local agricultural boards, and to the collec¬ 
tive farms and state farms. Central planning 
agencies calculate the probable sown area, 
yields, head of livestock, etc. But detailed pro¬ 
duction plans are drawn up directly in the col¬ 
lective farms and state farms, and in the agri¬ 
cultural boards. 

Estimation of the main crop yields is a major 
element of the plan for crop growing, in addition 
to the balance of sown areas. The yield depends 
on the degree of mechanisation of agricultural 
production, the use of mineral fertilisers, im¬ 
provement in the quality of seeds, irrigation 
and land reclamation. The possibility of carry¬ 
ing out these technical and economic measures 
is connected with the industrial production 
plans and also the foreign trade plan. The re¬ 
production of perennial plants holds an import¬ 
ant place in the agricultural development plan. 
Timely renewal and expansion of orchards and 
vineyards is a prime requisite for the normal 
advance of agriculture. 

Plans for the development of animal hus¬ 
bandry rest on systematic reproduction of herds 
and also on indicators of livestock productivity. 
I'he fodder balance is a main conditiion for a 
regular rise in livestock productivity. 

Sectoral projections are drawn up for highly 
differentiated sectors and categories of produc- 
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tion. There are more than 200 sectors in the 
state plain, with industry alone being differ¬ 
entiated into nearly 150 sectors. 

All sectoral plans are strictly coordinated 
and dovetailed into a single economic plan. 
Only strict coordination of sectoral plans makes 
for that consciously maintained proportionality 
in the national economy which is a major ele¬ 
ment of planning. 

Sectoral draft plans are coordinated in the 
territorial aspect to ensure the comprehensive 
development of individual areas and Union Re¬ 
publics. The need for planning by areas became 
obvious as early as the first years of the 
USSR’s industrialisation. V. Kuibyshev, who was 
chairman of the Gosplan at that time, speak¬ 
ing on May 11, 1931, at a plenary meeting of 
the Gosplan, said: “The territorial aspect, the 
area aspect, must be applied as a principle from 
the very outset: beginning with the directives we 
must have an idea about the area aspect of the 
plan so that in the localities problems should 
be studied not only by sectors, not only at in¬ 
dividual factories, trusts and associations, but 
that this plan could be studied in an area as¬ 
pect, and on an area scale. Only then, correcting 
each other, making corresponding changes will 
we have a plan coordinated in all respects and 
filled with material content filled with tech¬ 
nology.” ^ 

Economic agencies draw up territorial plans 
by sectors, while local planning commissions 
compile plans for an area as a whole. 

^ V. V. Kuibyshev. Selected Works (in Russian), Moscow, 
1958, p. 277. 
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Regional (territorial), city and district plan¬ 
ning commissions draw up and submit for ap¬ 
proval drafts of comprehiensiive plans for econo¬ 
mic and cultural development in ithoir respective 
areas and submit them for approval to the exe¬ 
cutive committees of local Soviets. After approv¬ 
al these plans are sent to the higher plan¬ 
ning agencies. 

Economic development plans for Union Re¬ 
publics present now comiprehensive programmes 
which encompass both the productive and the 
non-productive sphere. 

The Union Republics have broad rights 
which were further extended at the end of 1965. 
For example, Councils of Ministers of Union 
Republics now examine draft plans of enterpri¬ 
ses located in the territory of the republics, 
which are drawn up by the All-Union or Union- 
Republican Ministries, and submit their sugges¬ 
tions to the Council of Ministers of the USSR 
and the Gosplan of the USSR; they examine the 
plans for the development of operating enter¬ 
prises and the location of new ones; approve 
plans of republican enterprises for the output of 
goods which are produced and fully consumed 
in the republic and plans for the allocation of 
these goods which are coordinated with the 
Gosplan of the USSR. Republican agencies also 
have broad rights with regard to finances, labour 
and wages. 

DEMOCRATIC CENTRALISM IN PLANNING 

Sectoral and territorial plans make up the foun¬ 
dation of the national economic plan. But it 
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would be the greatest delusion to imagine the 
country’s state plan to be a mere sum-total of 
sectoral or territorial plans, although such far¬ 
fetched ideas of “linking together” in the Gos- 
plan of the USSR the plans received from the 
Union Republics were expressed at one time. 

The national economic development plan 
must first of all reflect the general interests of 
the state. There are many important economic 
problems which cannot be solved an the locali¬ 
ties. The plan must combine the creative initia¬ 
tive and proposals of local bodies with the eco¬ 
nomically substantiated projections of central 
planning agencies. 

This is an expression of the principle of 
democratic centralism formulated by Lenin in 
the first period of the Revolution of 1917. 

“Centralism, understood in a democratic 
sense,” Lenin wrote, “presupposes the possibility 
of a full and unhampered development not only 
of specific local features, but also of local inven¬ 
tiveness, local initiatiive, diverse ways, methods 
and means of progress to the common goal.” ^ 

Socialist management and planning are based 
on the Lenin’s formula of democratic centralism. 
Many bourgeois economists and political leaders, 
even progressive-minded, have difficulty in un¬ 
derstanding the dialectical mature of this formu¬ 
la. The foreign press permanently reports either 
about an increasing centralisation of manage¬ 
ment in the Soviet Union or about its decentrali¬ 
sation. Need it be said that in both cases the 
interpretation is one-sided and wrong. The sour- 

^ Lenin. Collected Works, Russ. Ed., Vol. 27, p. 208. 
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ces of this mistake are clear, for the principle of 
democratic centralism, born of the distinctions 
of the socialist system, is inapplicable in the 
capitalist economy. Only under socialism is it 
possible best to combine centralised manage¬ 
ment of the country’s economy, indiispensible 
when the means of production are socially 
owned, with the maximum stimulation of the 
creative aotiviity of the people, to whom the so¬ 
cialist system has opened up wide opportunity 
to participate in managing the country’s econo¬ 
my and administering the state. “Communist 
construction,” it is pointed out in the Pro¬ 
gramme of the CPSU, “presupposes the maxim¬ 
um development of democratic principles of 
management coupled with a strengthening and 
improvement of centralised economic manage¬ 
ment by the state/' 

The success of planning largely depends on 
the extent to which the ^people understand the 
aims and tasks of economic construction. That 
is why systematic exiplanation to the people of 
the essence of planning, of the concrete econo- 
mio-political tasks which the state sets before 
them, is a mighty means for advancing the 
country’s economy and culture. 

Soviet factory and office workers participate 
in planning in different ways. Draft plans of 
enterprises are discussed at meetings and produc¬ 
tion conferences. Front-ranking workers and en¬ 
gineers take part in commissions on specific 
technical and economic problems. Special atten¬ 
tion is devoted to introducing new technology 
and iiuproviaig the quality of goods. As for the 
collective farms, all planning problems there are 
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also solved on a broad democratic basis and an¬ 
nual plans are approved at general membership 
meetings. 

The principle of democratic centralism in 
managing and planning economy develops to¬ 
gether with all socialist relations. Attempts of 
bourgeois economists to depict each step in this 
process as a revision of the basis principles of 
socialism proceed from the premise that social¬ 
ism is an osified system, a set of dogmas and 
administrative insitructions. That is why the 
tendency to make wider use of economic instru¬ 
ments, manifested lately in the socialist coun¬ 
tries, is regarded by some Western economists 
as all but the restoration of capitalism. What is 
actually happening? 

Let us recall first of all that the New Econo¬ 
mic Policy, proposed by Lenin in 1921, was pic¬ 
tured by the enemies of the Soviet system as 
capitulation by the Bolsheviks, as the restoration 
of capitalism. Experience has shown that the 
use of market relations when public ownership 
of the means of production prevails, far from 
undermining socialism, strengthens it. The intro¬ 
duction and development of cost accounting, 
the principle of the material incentive made it 
possible to place all resources, to utilise all kinds 
of incentives in building socialism. Lenin 
said that socialism and communism must be 
built “not directly relying on enthusiasm, but 
aided by enthusiasm engendered by the great 
revolution, and on the basis of personal interest, 
personal incentive and business principles.” ' 

^ Lenin. Selected Works, Vol. 3, p. 696. 
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All socialist countries are improving the 
methods of economic management and planning. 
Since 1958, the German Democratic Republic, 
Poland, Czechoslovakia and some other socialist 
countries—have begun to reorganise their eco¬ 
nomic planning and management. These chan¬ 
ges have been connected with the new tasks 
which have confronted the socialist countries 
as a result of the considerable development of 
•their productive forces and curtailment, to a 
certain degree, of the extensive ways of econo¬ 
mic development. 

Reforms in these countries are diverse, but 
they have a number of common features. Their 
aim is to devise a more flexible system of eco¬ 
nomic management conforming to the demands 
of socialist commodity production. Emphasis is 
now laid on the greater use of economic instru¬ 
ments such as taxation policy, credit, price po¬ 
licy and others, rather than on the administra¬ 
tive methods of planning. 

In a number of countries various types of 
associations operating on a cost accounting 
basis have been set up instead of administrative 
centres. These are sectorial associations (cover¬ 
ing all enterprises in a given sector), area-sec¬ 
toral associations (when there are many enter¬ 
prises in one sector) and associations of enter¬ 
prises in different sectors connected by produc¬ 
tion cooperation. 

The establishment of associations operating 
on a cost accounting basis has been marked by 
greater economic independence of enterprises. 
In view of this, the number of obligatory targets 
in plans of associations and enterprises has been 
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induced, lihe latter liave acquired deflnite In- 
dei>endence in choosing the assortment of goods 
produced, setting prices and concluding direct 
contracts with other enterprises and trading 
establishments. 

The system of material incentives to enter¬ 
prises is being steadily broadened in the social¬ 
ist countries. Enterprises are interested in the 
actual economic results of their operation and 
not only in fulfilling the plan targets. This is 
achieved by making the funds at the disposal 
of enterprises dependent on their incomes. 

At the same time all socialist countries are 
improving the methods of centralised planning 
and are raising its scientific level. Econometric 
methods are increasingly applied for better 
elaboration of draft plans. Alongside the elabo¬ 
ration of long-term plans, central agencies de¬ 
termine basic principles of material stimulation: 
the size of contributions by enterprises to the 
state budget and reserve funds, principles for 
participation of enterprises in financing capital 
construction, the rights of enterprises and as¬ 
sociations in setting prices for the goods they 
produce and other questions of economic rela¬ 
tions. 

The use of economic instruments, of cost¬ 
accounting relations, has always been the basis 
of managing and planning the socialist econo¬ 
my. In some periods, especially during the war 
and restoration period, economic instruments 
were relegated to the background, but this was 
dictated by definite economic circumstances. 
Mistakes of a subjectivist type committed by 
some leaders have also played a negative part. 
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All this, however, has ncA changed the funda¬ 
mental principles of socialist management. Now 
that the main difficulties are overcome, econom¬ 
ic instruments hold an ever bigger place in re¬ 
gulating the national economy. Managerial per¬ 
sonnel and workers of enterprises, theoreticians 
and practical economists are jointly searching 
for an optimum relationship between centrali¬ 
sation and economic independence, between di¬ 
rect influence on production and its indirect re¬ 
gulation with the help of prices and market 
relations. Price formation, profit, interest and 
direct economic ties between enterprises will 
be utilised even more fully for the utmost sti¬ 
mulation of production collectives and each 
worker. 

The ever wider employment of economic 
instruments, far from undermining public own¬ 
ership, which is the basis of socialism, aims 
to satisfy social requirements, makes for fuller 
use of all 'the advantages of the new social 
sytem and its internal resources. The employ¬ 
ment of all forms of material incentives raises 
labour productivity. Enhancement of the role 
of profit makes an enterprise operate more ef¬ 
ficiently, tap internal potentialities more fully, 
improve the assortment and quality of goods 
so as to guarantee their sale. The introduction 
of payment for assets will stimulate their more 
proper use and reduce idle time at factories. 
The establishment of direct ties between pro¬ 
ducers and consumers will enable industry to 
take into account the public demand more pre¬ 
cisely and in good time. In this connection we 
can ask critics of our system a legitimate ques- 
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tion: since when ha§ a rise in labour producti¬ 
vity, better use of productive assets and fuller 
account of public needs become incompatible 
with socialism? In reality, this is a further de¬ 
velopment and consolidation of its basis. 
Moreover, if use is made of experience existing 
abroad, including the experience of capitalist 
corporations and monopolies, this merely shows 
that the socialist economy has never fenced 
itself off from everything valuable in the world 
practice. 

The Plenary Meeting of the CPSU Central 
Committee held in September 27-29, 1965, was 
a major landmark in improving the principle 
of democratic centralism dn economic man¬ 
agement and planning. The Plenary Meeting 
summed up the extensive theoretical and prac¬ 
tical work done in this sphere in the Soviet 
Union and the other socialist countries in recent 
years. The main purpose of the Plenary Meet¬ 
ing’s decisions is to ensure the most proper 
combination of centralised planning with broad 
economic initiative of enterprises and provide 
greater economic stimuli to industrial produc¬ 
tion. 

To achieve the best combination of centra¬ 
lised planning with the full development of cost¬ 
accounting relations, the Plenary Meeting out¬ 
lined the following principal directions in im¬ 
proving the forms of planned guidance of the 
economy as a whole and the methods of manage¬ 
ment at each enterprise: first, to raise the scien¬ 
tific level of state economic planning and the 
role of long-term plans; second, to broaden the 
economic independence and initiative of indi- 
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vidual enterprises and economic associations and 
to elevate the role of the enterprise as the main 
economic unit of the economy; third, to in¬ 
crease economic stimulation of production with 
the help of prices, profit, bonuses and credits. 

The meaning of these far-reaching changes 
in planning and directing the Soviet economy 
does not consist in counterposing centralism to 
the economic initiative of enterprises and indi¬ 
vidual citizens, or in renouncing the basic prin¬ 
ciples of state planning but in the cost-account¬ 
ing relations and economic stimulation with 
centralised planning. Under new conditions 
both centralism and democracy are not rein¬ 
forced at each other’s expense, but receive new 
development. The dialectical nature of the 
Leninist formula of “democratic centralism” 
presupposes that the extension of economic in¬ 
dependence is possible only if the level of cent¬ 
ralised planning is raised, while the latter can 
be achieved only if each enterprise and each 
citizen are interested in fulfilling the state plan 
and have the opportunities for doing it. 

In conditions of public ownership, the key 
elements in developing the economy (growth 
rates, sectoral structure, main products, alloca¬ 
tion of capital investments by sectors, price 
policy, utilization of manpower resources, and 
so on), can be ascertained only by proceeding 
from the national economic interests, the gene¬ 
ral interests of the people. But how to manage 
current production and utilize the resources 
available in individual units of the economy— 
this must be decided by the enterprises and pro¬ 
duction tassociations themselves, which are guid- 
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ed by the central agencies with the help of 
economic instruments—prices, profit, credit. 
Moreover, a vast extension of direct ties between 
producers and consumers is expected: with their 
help it is possible most successfully to coordi¬ 
nate, both from above and below, production 
and the growing needs and demands of the 
population. 

At the present stage the role of centralised 
planning increases, its implementation becomes 
more complicated and the demands made upon 
it are getting higher. State centralised planning 
does not mean the issue of orders from above; 
it is the formulation of what may be called the 
general aims and requirements the socialist so¬ 
ciety sets before its separate parts. This applies 
both to the relations of the Gosplan of the USSR 
with the ministries and republics and to the 
relations of the latter with enterprises or pro¬ 
duction associations. The central agencies must 
define the directions of technological progress, 
determine the social needs and production re¬ 
sources, expediently distribute resources be¬ 
tween producers and then ensure the most ef¬ 
ficient fulfilment of state plans, not by orders, 
but by employing economic stimuli. 

Enterprises and associations have the op¬ 
portunity to find their own ways for meeting 
the main demands of society, they are given the 
utmost independence in managing current pro¬ 
duction, in finding additional reserves and pro¬ 
viding incentives to their workers. At the same 
time they bear full responsibility for the quality 
of output and efficiency of industrial produc¬ 
tion. All these conditions predetermine successful 
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cos-t accounting. 

Further development of democratic centra¬ 
lism enables the Soviet economy to put to the 
foreground the problems of economic profitabi¬ 
lity of production and better quality of output 
and ensures the fullest satisfaction of the needs 
of the economy and the population with the 
smallest outlay of social labour. 

ECONOMIC FORECASTS AND CAPITALIST 
PROGRAMMING 

The forms and organisation of capitalist pro¬ 
gramming in individual capitalist countries dif¬ 
fer. On ithe whole, the tendency ds as follows: 
the greater the share and role of ihe nationali¬ 
sed sector, the more detailed the programme of 
economic development and the greater its eco¬ 
nomic significance. 

Let us first of all mention economic forecasts, 
a type of economic calculation which is not a 
programme as such, but a necessary prerequi¬ 
site for it. National forecasts are elaborated in 
almost all the developed capitalist countries, 
even where there is no programming. We want to 
devote special attention to forecasts not only 
because they precede programming, but also 
because in many cases (if not in most of them) 
capitalist programming does not go beyond the 
bounds of forecasts, and not everything called 
a plan is in fact a plan. 

A definition of forecasting and its distinc¬ 
tions from planning, from programming, is giv¬ 
en rather concretely and uniformly in Western 
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literature. “Economic forecasting profoundly 
differs from planning, for which it serves as 
a necessary initial basis. In present day condi¬ 
tions it already presupposes interference by the 
state.” ' Or, as Tinbergen puts it, “by forecast 
we mean an estimate of the future economic 
situation under the assumption that there will 
be no change in economic policy.” ^ Thus fore¬ 
casting consists in foreseeing economic develop¬ 
ment if it proceeds in conformity with the 
shaped tendencies and the operation of the 
market forces. 

Forecasting is merely a passive reflection of 
the market tendencies, an attempt to predict 
these tendencies without affecting them. It is 
clear that the very possibility of forecasting is of 
great economic significance because it enables 
an economist to adapt himself to the changes in 
the market situation. Forecasts may be com¬ 
pared to a barometer which predicts changes in 
the weather without influencing it in the least. 

The passive nature of forecasts fully con¬ 
forms to the possibilities which exist in the 
majority of capitalist countries as regards re¬ 
gulating private enterprise and the market, es¬ 
pecially if there is no nationalised sector or if 
it is small. 

Capitalist programming in these countries is 
not far advanced from forecasting. In many 
cases programming boils down to defining meas¬ 
ures which bring the economy in conformity 

• La planification frangaise, Notes et Hades documentaires, 
No. 2846, December 30, 1961, p. 4. 

2 J. Tinbergen. Central Planning, p. 9. 



with the demands of the market, without chang¬ 
ing the market tendencies themselves. Not to 
place the ship of capitalism under the blows of 
stormy market waves but to cut them with the 
prow—this ultimately is the aim of capitalist 
programming, which in many cases coincides 
with forecasting. That is why planning in coun¬ 
tries with a predominant private sector dn es¬ 
sence cannot emerge beyond the bounds of fore¬ 
casts. “In countries with a large private sector,” 
Tinbergen writes, “sectors plans will be more in 
the nature of forecasts than of plans.” ^ To this 
we might add that not only sectoral plans but 
national plans in these conditions are “more in 
the nature of forecasts than of plans.” 

The impossibility of advancing far from fore¬ 
casting to real economic planning is connected 
with the fact that basic decisions are made in 
the private sector by individual capitalists and 
monopolies. Owing to the mutually contradic¬ 
tory nature of these decisions, they cannot be 
added up to result in a national programme. In 
these conditions a national programme turns 
into more or less a forecast of what the result¬ 
ant temdency of the interaction of independent 
and mutually contradictory forces will be. The 
aim put forward in such a programme will be 
real only if it corresponds to the spontaneously 
shaping tendency of economic development. “We 
shall frequently use the word ‘target’ in this 
report ” state the authors of the French Fourth 
Plan, “but there should be no misunderstanding 
as to its meaning. In the Fourth Plan, as in the 

^ Op. at., p. 15 , 
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third, the ‘targets’ are not obtained by adding 
up a set of ‘programmes’ of production, exports 
and investment of individual firms. The figures 
given represent forecasts based upon a study 
of the home and foreign markets for each indi¬ 
vidual branch of industry, and upon a certain 
number of general hypotheses.” * Consequently, 
the existence of national aims does not turn 
the forecasts into a plan, inasmuch as the real 
decisions are taken by private firms and mono¬ 
polies, while economic tendencies exist as mar¬ 
ket forces uncontrolled by society. For this 
reason capitalist programming seldom, and with 
difficulty, goes beyond forecasts. 

As regards nature and methodology of ela¬ 
boration, forecasts can be divided into two 
types. The first is economic forecasts based on 
various econometric models which reflect more 
or less intricate functional dependences between 
economic variables. The second type is the 
construction of empirical dynamic rows of fore¬ 
casting indicators and the assessment, on their 
basis, of possible trends. 

Forecasts on the basis of econometric models 
are elaborated mainly in the United States, 
Britain and Holland. ^ They consist of descrip- 

^ Rapport general de la commission des industries de 
transformation, 1962, Paris, p. 15; I, Racket, A. M. Racket, 
Economic Planning in France, London, 1963, p, 172. 

2 P. E. Smith. “Econometric Growth Model of the United 
States,” American Economic Review, September 1963, 
No. 4; L. Klein, R. Ball, A. Razlewood and P. Vandom. 
An Econometric Model of the United Kingdom, Oxford, 
1961; P. Verdoon and C, I. Vanerik. Experimental Short^ 
Term Forecasting Models, Central Planning Bureau, Welt- 
wirtschaftliches Archiv, 1958, Band 92, 1964, Reft 1. 
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tions of the econoxnic igrowth with the help of 
models in past years and the use of these 
models for the future. The high mathematical 
precision of these models at times creates the 
illusion of conformity of forecasts, drawn up 
on this basis, to reality. The spontaneous nature 
of the capitalist market and limited possibilities 
to influence the private sector turn the fore¬ 
casts, together with their models, merely into 
an illustration of what could happen if the eco¬ 
nomy developed in conformity with the as¬ 
sumptions built into the models. But the market 
swiftly makes for discrepancies between any 
assumptions amd reality. “The dependences be¬ 
tween economic factors we establish,” Prof. M. 
van Meerhaeighe remarks, “which are then laid 
at the basis of individual equations and entire 
models prove effective only for a definite peri¬ 
od. .. That is why the use of analytical data 
rests on a whole series of hypotheses which by 
far not always correspond to reality.” ^ In these 
conditions the scepticism of the Dutch econo- 
me«trist Haavelmo is fully justified. “There is 
the real possibility,” he writes, “that as we de¬ 
vise more and more improved methods, we shall 
draw nearer to realising one unpleasant fact: 
economic ‘laws’ do not yield to exact measure¬ 
ment and, therefore, we live in an imaginary 
world of big, but largely superficial or false re¬ 
lationships. We, of course, can refer, as always, 
to poor statistics. But, I think, we can find part 
of the explanations in another direction, namely, 
the inadequacy of the basic economic theories 


^ M. van Meerhaeghe. Op. Cit., p. 42. 
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and somewhat passive position of many econo¬ 
metrists in the axioms they choose and in the 
wrong economic content of the models we work 
with.” * 

While the first type of forecasts is interes¬ 
ting from the standpoint of the mathematical 
apparatus used, the second type, based on em¬ 
pirical dynamic rows, has greater economic con¬ 
tent. The most outstanding examples of fore¬ 
casts of the second type are those on economic 
development of the United States up to the year 
2000, mentioned before {Resources in America's 
Future) and on US develoipment up ito 1970, 
elaborated a few years earlier. ^ These forecasts 
estimate the future total demand, on the one 
hand, and the possible resources, on the other; 
the resources are deduced from the dynamics of 
the main factors of economic growth (number 
of employed ipeople, productivity, possible 
growth in individual sectors). 

The methods of these forecasts as such are 
interesting, but the initial premises are shaky 
and present an unstable foundation for a suffi¬ 
ciently impwDsimg and carefully elaborated edifice 
of forecasts. This instability of the foundation is 
due to the fact that the scientists study not real 
possibilities but potentialities. Long-Range Pro¬ 
jections for Economic Growth: the American 
Economy in 1970 points out that economic fore¬ 
casts are a means for bringing out the econo- 

^ S. Nikitin. Critique of Econometric Theories of * Plan¬ 
ning* the Capitalist Economy (in Russian), Moscow, 1962, 
p. 17. 

2 Long-Range Projections for Economic Growth: the Ame¬ 
rican Economy in 1970, Washington, 1959. 
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mic potential. ^ The authors dovetail in the fore¬ 
casts the requirements with the resources as 
though in conditions of the capitalist market 
they are directly connected, as though resources 
are used to satisfy social needs, while the growth 
of consumption automatically leads to an ex¬ 
pansion of resources. Such a connection does 
exist, but only in socialist society. Private own¬ 
ership and the capitalist market hamper a di¬ 
rect connection between needs and resources 
and lead to the overproduction of capital and 
goods, to a slow growth of the effective demand. 
To abstract oneself in forecasts of capitalist 
economic growth from the market, from the 
problem of realisation, means to abstract oneself 
from the very essence of the economic system 
and to build hypotheses divorced from reality. 
This is all the more wrong at present when the 
gap between the demand and production is 
constantly increasing. US Senator Fulbright po¬ 
inted out in his speech of April 4, 1964: “As a 
result of the rapidly spreading automation of 
the American economy, the traditional mecha¬ 
nism of distributing purchasing power through 
employment and income is breaking down. In 
essence, our ability to generate economic de¬ 
mand is falling steadily behind our ability to 
increase the supply of purchasable goods and 
services. It may be that the growing disequilib¬ 
rium is so profound as to be irreversible by 
government policies designed to stimulate econo¬ 
mic growth and full employment.” ^ 

‘ Ibid,, p. 1. 

-The New York Times, April 5, 1964, 
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INDICATIVE PLANNING 


Forecasting, combined with the aims and 
methods of its achievement, signifies program¬ 
ming proper, according to the terminology ac¬ 
cepted in the West. The boundary between fore¬ 
casts and programming is arbitrary, because, 
first, a forecast is the starting point for elabo¬ 
ration of an economic growth programme and, 
second, as we pointed out earlier, in many 
cases programmes hardly differ from forecasts. 

The main things that set programming apart 
from forecasting are determination of aims of 
economic development and attempts to restrict 
or modify dn a desired direction the operation 
of market tendencies with the help of state in¬ 
terference, inasmuch as the market by itself 
does not ensure the achievement of the aims 
wanted. “In predominantly private enterprise,” 
it is pointed out in materials of the United Na¬ 
tions, “planning by its very nature implies that 
governments are seeking to create a different 
level and structure of production than would 
be generated by the market forces alone.” ^ 
These differences turn forecasting into iprogram- 
ming. “Planning differs from pure forecasting 
in that it is based on the assumption that the 
future course of production and other econo¬ 
mic variables can be influenced, and it aims at 
indicating the most desirable course.” ^ The 

1 Planning for Economic Development, United Nations, 
N. Y., 1963, p. 18. 

2 J. Tinbergen, H. Bos. Mathematical Models of Econo¬ 
mic Growth, 1962, p, 4. 
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broader the economic functions of the state, the 
more fundamental the dilferences between pro¬ 
gramming and forecasting. 

‘The state can limit itselt to some influence 
on the economic situation and employment... 
If, however, the state decides to go farther, for¬ 
mulating the basic tasks of production as a result 
of agreements between interested individuals, 
it necessarily arrives at indicative planning 
which has arisen as a natural supplement to 
economic forecasting and a guarantee of its ef¬ 
ficiency, Differing from forecasting, planning 
presupposes decisive influence on economic 
phenomena. Proceeding from data provided by 
forecasting, it presupposes aims and methods 
of their achievement by influencing the course 
of the economy.” * 

A definition of capitalist programming is 
fully contained in the concept of indicative plan- 
ning, which is counterposed, according to the 
terminology accepted in the West, to impera¬ 
tive or directive planning. According to the de¬ 
finition of Prof. Ben-ard,^ a plan is considered 
imperative if it is applied with the 'help of orders 
and instructions emanating from a centre and 
affecting all enterprises. Bourgeois economists 
place in the category of such planning centra¬ 
lised collective planning which is in force in the 
Soviet Union and the other socialist countries. 
A plan is considered indicative if it meets two 

* La planification frangaise. Notes et etudes documentaires, 
No. 2846, December 30, 1961, Paris, p. 7. 

2 L. Benard. “La marche commune european el favenir 
de la planification frangaise,” Probleme^ economigue, 
December 8, 1964. 
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conditions: The first is that alongside tasks 
defined for the entire nationalised sector of the 
economy or a part of it, the plan recommends 
some prospects of development, terms of sale, 
capital investment and tinancing, which are 
non-obligatory for individual firms, enterprises 
and economic agents making up the private 
sector. The second condition is that the plan 
does not replace the demands of market, but 
acts through indirect, market instruments of 
economic policy to achieve the outlined pros¬ 
pects. The direct instruments are most frequent¬ 
ly of a financial character: taxation, credit and 
the public expenditure. 

A number of conditions are needed for im¬ 
plementing liindicative planning. The main ones 
are: the exisitence of a more or less consider¬ 
able nationalised sector and the elaboration of 
a general economic policy on the nation-wide 
scale. 

Thus, the meaning of indicative planning is 
that it is strictly recommendatory as regards 
the private sector. Since the private sector pre¬ 
vails in all the countries of capitalism, owing 
to which they remain capitalist, a natural 
doubt arises as to the real importance of indi¬ 
cative planning. This doubt is dictated by comp¬ 
lete economic dissociation and more than that, 
by the dominating position of private firms 
and monopolies whose decisions, as we pointed 
out earlier, cannot be coordinated in any way. 
If there is no possibility in principle to coordi¬ 
nate general and private decisions what then 
is the plan? It may be called a “national” goal, 
a “concerted” economy, or even, as President 



de Gaulle put it, a “fervent obligation,” but 
this will not make it what is desired—a nation¬ 
al plan of coordinated economic development. 
Comparing an indicative plan with an impera¬ 
tive plan, notwithstanding all the critical re¬ 
marks about the latter, no one can take away 
its main feature, namely, that it is a iplan. As to 
indicative planning, despite its flexibility, the 
lack of this main feature is very suggestive. 
We certainly are not trying to explain this by 
any particular personal merits, say, of Soviet 
planners as compared with French. The high 
professional competence of French, Dutch, Brit¬ 
ish and other economists in the capitalist coun¬ 
tries is not challenged by anyone. The crux 
of the matter evidently is in the objective con¬ 
ditions, in the compatibility of the indica¬ 
tive plan with these conditions. It was pointed 
out in the report on the French Fourth Plan 
that onie of the contradictions of indicative plan¬ 
ning is the determinism of the plan and inde¬ 
terminism of the events and behaviour of those 
for whom it is designed. 

“.. .The main task of indicative planning 
‘theoretically’ is to coordinate the projects ac¬ 
cepted by autonomous enterprises. The physical 
and financial syntheses consist in coordinating 
these two parts between themselves and with the 
pros.pects of the internal and external final de¬ 
mand and the tasks of the state. ‘Theoretically,’ 
because most often these projects remain secret 
and cannot be taken into account by the agen¬ 
cies elaborating the prospects for the develop¬ 
ment of each sector... They have to contend 
themselves with calculatiosns in the form of 
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‘forecast programmes’ expounded in global 
terms, which are not binding on anyone. The 
exception is the nationalised sectors... and to 
a lesser extent some of the highly concentrated 
private sectors of heavy industry (the metallur¬ 
gical and chemical industries),” ^ 

Amd so, as regards the private sector, indic¬ 
ative planning cannot be anything else but a 
“forecast programme,” which is not binding on 
anyone. Its efficacy in the nationalised sector 
merely proves that public, sitate ownership 
creates conditions for realistic planning. “The 
one area of economic activity,” United Nations 
exiperts note, “where the link between the aims 
of the plan and measures for their implementa¬ 
tion has been direct and close is the public 
sector.” ^ That is why the aspiration to enhance 
the Importance of the plan in the economy is 
connected with the attitude to the problem of 
nationalisation. And the combination of the plan 
with the nationalised sector is actually what is 
called imperative planning. 

Capitalist programming, defined as indicative 
planning, is not something uniform; it has def¬ 
inite shades which develop into essential distinc¬ 
tions. These distinctions are mainly connected 
with the degree of state interference in the eco¬ 
nomy and the role of the nationalised sector. In 
countries where the interference of the state and 
the role of the state sector is minimal, progam- 

* L. Benard, *‘Problemes et instruments de synthase d’un 
plan indicatif,” Cahiers de Vinstltut de science economique 
apliqueCf series P., Paris, 1958, p. 4. 

- Planning for Economic Development, United Nations, 
N. Y;, 1963, p. 46. 
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tiling differs little from forecasting; an other 
countries programming assumes a more structur¬ 
al and detailed character. Similar distinctions 
may exist in each country as regards different 
sectors of the economy. 


CONJUNCTURAL PLANNING 

So-called conjunctural planning is the mo<st lim¬ 
ited in its functions of all the types of indic¬ 
ative planning. The purpose of capitalist pro¬ 
gramming of this type is to achieve economic 
equilibrium: full employment, equilibrium of the 
balance of payment, stability of internal prices, 
etc., but not a structural change of the econo¬ 
my, not the solution of concrete economic pro¬ 
blems. Of all the types of capitalist program¬ 
ming this oine undertakes to tackle the most 
acute problems in the majority of capitalist 
countries. Conjunctural planning is anti-cyclical 
by its nature i.e. it is designed to prevent crisis 
phenomena. It conforms to the ideas of Keynes, 
who held that state expenditure and the use 
of monetary and financial instruments are the 
most effective methods of state interference. 

Conjunctural planning, applied in almost all 
capitalist countries, has been most developed in 
Holland. The Central Planning Bureau of Hol¬ 
land elaborates long-term forecasts, annual fore¬ 
casts and annual programmes. It has compiled 
a 20-year forecast up to 1970 along macro-eco¬ 
nomic lines, together with a multi-sectoral fore¬ 
cast for the same years. The annual forecasts 
and plans of the Bureau are of apecdal signific- 
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ance. The forecasts do not include recommen¬ 
dations, but contain merely suppositions about 
the future economic situation. 

The annual plans of the Central Planning 
Bureau deal in the main with governmental pol¬ 
icy in wages, taxes and credit. “The general ob¬ 
jectives which the Government pursues are the 
preservation of full employment, the mainten¬ 
ance of price stability, and the maintenance of 
balance-of-payments equilibrium. These are the 
fixed targets. In addition, there are flexible tar¬ 
gets, such as rapid economic development and 
the maintenance of a socially equitable income 
distribution,” ^ The annual plan is taken into ac¬ 
count as a recommendation in drawing up the 
annual national budget. 

Thus, conjunctural planning which has been 
most developed in Holland takes the economy 
as a whole as its object and the achievement of 
equilibrium as its goal. Especially significant is 
the fact that the problem of economic growth 
as such is relegated to the background. Priority 
given to problems of equilibrium over those of 
growth is the main distinctive feature of conjunc¬ 
tural planning, which reflects objective economic 
conditions. The achievement of equilibrium in 
capitalist conditions is far from equivalent to the 
highest possible gi'owth rates. Moreover, even 
individual elements of equilibrium are often in¬ 
compatible. For example, in many cases full em¬ 
ployment runs counter to the achievement of a 

^ S. Wellisz. “Economic Planning in the Netherlands, 
France and Italy,” The Journal of Political Economy, Vot 
LXVIII, June 1960, No. 3, pp. 263-264. 
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favourable balance of payments. For small coun¬ 
tries like Holland the need for conjunctural 
planning is also connected with the exceptional 
role of foreign trade in their economy and the 
impossibility to predict the influence of the 
world market. All these cause the extensive 
spread of this type of capitalist programming. 

STRUCTURAL PLANNING 

Conjunctural planning exists as an integral ele¬ 
ment in all countries which utilize methods of 
capitalist programming. But some of the coun¬ 
tries have gone farther in trying to solve, with 
the help of these methods not only problems of 
equilibrium, but also of economic growth and 
structural changes in the economy. In such cases 
the object of planning is not only the eco¬ 
nomy as a whole, but also its sectoral or area 
structure. Frequently, priority is given to some 
sector or economic area. That type of indicative 
planning has come to be known as structural. 
The existence of a considerable nationalised 
sector and government programmes for building 
production complexes and new industries or de¬ 
veloping backward areas are objective prerequi¬ 
sites for such planning. 

Among programmes of this type are, for 
example, the comprehensive programme of in¬ 
dustrialising the south in Italy, polders projects 
in Holland, the Borinage Project in Belgium, the 
Green Plan in West Germany and the creation 
of an atomic industry in France. The economic 
significance of these programmes is indisputable, 
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although they are of a partial nature and do 
not yet make up a national plan. 

Indicative structural planning has been more 
developed in countries with large nationalised 
sectors. This applies above all to France, in con¬ 
siderable measure to Italy and also to some Scan¬ 
dinavian countries (for example, Norway). There 
is no doubt that structural planning has quite 
concrete meaning with regard to the state sector. 
The obligatory nature of the plan as regards 
the nationalised sector predetermines its im- 
I>erative nature, which makes for definite reality 
of structural planning of this sector. “It as es¬ 
sentially in relation to the public sector that the 
obligatory character of the Plan appears.” * “The 
impact of the plan on the nationalised industries 
is felt at two points: firstly, when the output 
objectives are fixed and, secondly, when their 
financing is considered. The difference from the 
private sector is, of course, marked. The public 
character of these industries means that they can 
be obliged to conform to a Plan if need be. 
Again, as the nationalised firms are usually in 
heavy industries but, unlike private firms, have 
no resource <to equity capital financing, nor very 
large self-financing possibilities, they depend 
upon public funds for investment purposes and 
this situation gives the state aji opportunity to 
influence their operations.” ^ 

But, structural planning goes farther: it 
transcends the bounds of the nationalised sector 
and governmental projects and seeks to intro- 

1 I. Racket, A. M. Racket. Op. Cit.. p. 233. 

2 Ibid., p. 242. 
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duce planning into the entire economy. In such 
cases structural planning goes into great detail 
and covers all sectors. French planning, which 
“is the most advanced example of such a system 
in an industrially developed economy whose es¬ 
sential structures remain capitalistic,” ' has ad¬ 
vanced farther along this road than any other 
country. Its object is the national economy as a 
whole and especially the state sector, the sectoral 
structure of the economy and also individual 
projects. French programming -includes every¬ 
thing connected with the physical aspect of 
reproduction, as well as finances, taxes and 
prices. 

Some Western economists even compare 
French programming with Soviet planning, con¬ 
sidering that the first approaches what is called 
imperative planning in its scale, methods and 
detailing. “The method of preparation of the 
French short-term plans is strongly reminiscent 
of the approach used in the Soviet Union. In both 
cases over-all plans are drawn up by the plan¬ 
ning authority, modified on the operating level, 
and coordinated once more by the planners. In 
both cases reliance is placed on physical bal¬ 
ances.” ^ 

While the main task of conjunctural plan¬ 
ning is to maintain economic equilibrium, the 
structural planning, incorporating the program¬ 
me of equilibrium, concentrates on accelerating 
economic growth rates and changing the sectoral 
structure. 

’ Ibid., p. 9. 

3 S. Wollis?:. Op. at., p. 270. 
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Conjunctural planning is based practically on 
the assumption that the actual domination of 
private capitalist firms and monopolies in the 
economy does not create objective conditions 
for the direct planning of the national economy, 
its growth rates and structural changes. And 
the main function of conjunctural planning is 
to mitigate contradictions between the particip¬ 
ants in production and distribution. 

Structural planning is much more ambitious 
in its aims. It presupposes interference in pro¬ 
duction as such, its growth rates and its struc¬ 
ture. The achievement of a definite growth rate 
of the national .income is the primary task in the 
national programmes of France, Britain, Italy, 
Japan and other countries. In Britain the aim 
is a 4 per cent annual growth between 1961 and 
1966; in France a 5.5 per cent growth from 1962 
to 1965; in Japan the target is to double the 
national income between 1961 and 1970, and 
so on. 

A change in the sectorial structure, envisaged 
in structural planning, is its most important dis¬ 
tinction from conjunctural planning. French 
plans, drawn up in detail by sectors, attempt to 
give priority to certain industries. For example, 
in the First Plan chief attention was given to 
the basic raw material industries (coal, metal, 
cement) and in the Fourth Plan, to the chem¬ 
ical indusftry and some branches of engineer¬ 
ing. It is significant that some French econom¬ 
ists proposed to vary the indicative nature of 
the plans with regard to certain sectors, bring¬ 
ing it up to imperativeness for some sectors. 
“Planning must be decidedly imperative in what 
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one can call the basic sectors—public invest¬ 
ments, town planning and credit—and must then 
leave more and more liberty as we get closer 
to products put at the disposal of individuals.” ^ 

The distinctions in the sectoral structure 
planning depend on the industries comprising the 
nationalised sector. Inasmuch as in France, for 
example, electric power, coal and gas are almost 
completely produced within the state sector, 
there are some objective prerequisites for the 
planning of these industries, whereas in indus¬ 
tries where private firms and monopolies pre¬ 
vail, it in effect cannot go beyond the bounds 
of conjunctural planning. 

What methods of a non-financial nature are 
utilized in structural planning to influence in¬ 
dustries in which the nationalised sector is 
either absent or its role is insignificant? It is 
suggested, firstly, to influence individual entre¬ 
preneurs and monopolies through the establish¬ 
ment of the infrastructure (transiport and com¬ 
munication networks, electric power stations and 
transmission lines, public utilities, educational 
and health establishments). Since investments 
in the infrastructure in the main are less profit¬ 
able than in basic sectors, it is proposed that 
the state make the less profitable or even un¬ 
profitable investment, which would stimulate pri¬ 
vate investment in the basic sectors. The Va- 
noni Plan provides for such a concept of plan¬ 
ning. Developing countries are urged to adopt 

’ G. Levard, president G.F.T.C., quoted by Mendes-France, 
f^a republiqiie moderne, Gallimard, 1962, p. 157; see 
I. Hacket, A. M. Haokot. Economic Planning in France, 
I>. 3,')2. 
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the same methods. “Because of the low, or non¬ 
existent profit to be made on such activities, 
the original expense must almost certainly be 
carried by the government. Much development 
along these lines must go on as a preliminary 
to private-enterprise investment in profitable 
lines of manufacturing.” ^ 

The use of state investment in the so-called 
propulsive sectors, which exert a cumulative ef¬ 
fect on private investment in all sectors, is sug¬ 
gested in a number of plans as a second method 
of a state influence, through its economic pro¬ 
grammes, on the structure of private capitalist 
production. 

Investment in the propulsive sectors is called 
upon to stimulate investment in all other sectors 
because it increases the direct demand for 
deliveries to cooperated sectors (for example, 
cement necessary for public works); second, 
the consumer demand, arising in these 
industries, stimulates demand in others; third, 
the growth of investment in the infrastructure 
reduces production outlays in the private sector, 
raises profitability of investment, and thereby 
stimulates an expansion of production. For ex¬ 
ample, the Vanoni Plan called for investing 
11,000 million lire of state funds in the propuls¬ 
ive sectors, which had to stimulate private in¬ 
vestment of 10,600 million lire and provide 3.2 
million new jobs. In France, influence on private 
investment to bring about structural changes is 
exerted mainly through the volume of credit and 

' W. Gordon. International Trade, Goods, People and 
Ideas, N. Y., 1958, p. 801. 
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the interest rate. Sectors given priority in the 
national plan enjoy easier credit terms (a lower 
interest rale, etc,). 

In a number of instances capitalist program¬ 
ming thus aims to change the structure of pro¬ 
duction in the desired direction. In such cases 
the object of programming is not only the na¬ 
tional economy as a whole, but also individual 
sectors. The legitimate question arises, however: 
if economic decisions are taken at individual en¬ 
terprises, by individual firms and monopolies, 
what is the real value of structural planning? 

Both the national economy and each sector 
represent a totality of units (enterprises, firms, 
associations) which engage in production. Is it 
possible to ensure the planning of totalities if 
the units making them up are not planned? 

We have already mentioned the generally 
recognised fact that direct connections between 
the planned targets and economic decisions is 
possible only in the nationalised sector. As for 
the private sector, no such connections can be 
there because the full economic independence 
and the dominating position of private enter¬ 
prises, firms and monopolies preclude any 
chance of directly influencing them from posi¬ 
tions of the national plan. ‘The state,” Bouchet 
notes, “is not the owner of private credits and 
sources of financing; its interference has limits 
and some sectors may not fulfil the plan. The 
plan and the programme of a firm are not al¬ 
ways compatible.” ^ The impossibility of deter¬ 
mining the trend of private capital investment in 


’ P. Boiirhol. plnnifirntion fran^nise, Paris, 1902. p. 206. 
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conformity with the national plan undermines 
the very foundation of structural planning and 
makes any estimates as regards the structure of 
the private sector quite illusory. Pointing to the 
specific features of programming in the capital¬ 
ist countries, UN experts noted: “An dnupHDrtant 
operational problem in these countries is the ap¬ 
plication of governmental measures to bring 
private investment decisions into conformity 
with the aims of plans... In these countries na¬ 
tional plans have often indicated targets for 
output and resource allocation only at the level 
of the major sectors of production or of major 
industrial groups; more detailed targets for in¬ 
dividual industries or commodities have not been 
specified. 

Since a high proportion of investment 
decisions, particularly in the productive sectors, 
is in private hands, it has not been deemed 
worth-while to work out production and invest¬ 
ment plans in detail. By the same token, howe¬ 
ver, this absence of detailed targets has rendered 
more difficult the task of managing those go¬ 
vernmental measures designed to influence priv¬ 
ate investment decisions.” ^ 

What in reality is capitalist programming, 
including structural planning, if it in principle 
is incapable of determining the activity of the 
private sector, especially private capital invest* 
ment? Let us reply to this question with a state¬ 
ment of a Western economist: “. ..Plan is not a 
plan for firms but for branches. This means that 


' Planning for Economic Development, United Nations. 
t%3, N. Y.. p. 18. 
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there are no precise objectives for each firm... 
In other words the plan remains largely an exer¬ 
cise in macro-economics,” ^ 


WHO DRAWS UP THE PLANS 

The reality and efficacy of planning also largely 
depend on how it is connected with public opin¬ 
ion and the daily activity and interests of the 
working people. If the direct producers are far 
removed from the plan, if they are not interested 
in its fulfilment, the plan remains merely a pro¬ 
duct of administrative activity, a document and 
not reality. “The Plan,” as Prof, Duverger points 
out, “is not only an economic programme wheth¬ 
er we like it or not; it is a programme for 
action by the nation, the framework for its life, 
and the rhythm of the plan should be the rhythm 
of life of the nation as a whole. If we want de¬ 
mocratic planning, the nation must be able to 
appoint at one and the same time the people 
who are going to complete the drafting of the 
Plan and are going to apply it during most of 
its duration.” ^ 

How can the working people participate in 
planning if there is no opportunity for workers 
and other employees to directly participate in 
elaborating plans at enterprise level? In such 
cases it is recommended to * enlist repre- 

* I. Hacket, A. M. Racket, Op. Cit., p. 352. 

2 La planification democratique. Cahiers de la Republique, 
December 1961, January/February 1962, p. 483; quoted by 
I. Hacket, A. M. Hacket. Economic Planning in France, 
p. 337. 
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sentatives of the trade unions in various com¬ 
missions. But it is clear that business circles will 
always have an advantage in these commissions, 
because real economic power is in their hands. 
And P. Bouchet is quite right in asserting that 
. .though the workers have their representat¬ 
ives in such agencies as the General Planning 
Commissariat, decisions evade them.” 

In other developed capitalist countries plans 
and forecasts are a result of the activity of gov¬ 
ernment and of special research organisations; 
they are elaborated by scores, at most, hundreds 
of people—in the main civil servants, specialists 
and businessmen. 



CHAPTER V 


Economic 
Substantiation 
of Plans 


F undamental dif - 
ferences in the content and functions between 
socialist planning and capitalist programming 
lead to the use of different methods of calcula¬ 
tion for planning purposes. These distinctions 
consist not only in what is planned and for 
what purpose, but also in how it is done. At 
the same time, the methods of socialist plan¬ 
ning and those of capitalist programming have 
some common features connected with the 
applied aspect of the question—above all the 
use of mathematical methods and electronic 
computers. 

Differences in methods of substantiation of 
plans reflect the fundamental distinctions of the 
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theoretical principles and methodology of plan¬ 
ning, on the one hand, and programming, on the 
other. In a small book like this it is impossible 
to com,pare in detail the methods of socialist 
planning with those of capitalist programming. 
We shall merely indicate some of the essential 
difference^ and then outline the methods applied 
for substantiating the national plans for the de- 
veloipment of socialist economy, 

DIFFERENCES BETWEEN METHODS 
OF PLANNING AND PROGRAMMING 

The methodology of socialist planning rests on 
Marxist-Leninist economic theory. Capitalist 
programming proceeds from the postulates of 
bourgeois political economy where a decisive 
role belongs to Keynesianism and the modern 
theory of economic growth. 

The fundamental difference in the initial con¬ 
cepts of treating economic processes of social 
production has a decisive impact on the essence 
of planning and its concrete methods. 

Socialist planning is of a class nature; it ref¬ 
lects the interests of the working people. State 
plans are a prime instrument for strengthening 
socialist relations of production. This task of na¬ 
tional economic planning has always been clear¬ 
ly defined and is practically carried out in all 
socialist countries. That is why the social aspect 
has always been one of the main features of 
socialist planning. 

Capitalist programming seemingly tries to 
“rise” above class interests, to be the “middle” 
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way. We have mentioned earlier to what shore 
this “middle” way leads. Though the<re is obvi¬ 
ous concord and community between capitalist 
programming and the interests of private firms 
and monopolies, its class nature is camouflaged 
in every way possible. Among the methods used 
in this case, mention should be made of the ig¬ 
noring of or insufficient attention paid to the 
social, class aspect of plan calculations. An anal¬ 
ysis of class groups, of the social structure of 
the economy and other social aspects are absent 
from the economic development plans of the 
capitalist countries. 

Marxism-Leninism equips socialist planning 
with understanding of the objective laws govern¬ 
ing social development. Plans are founded on the 
laws of socialist reproduction. The content of so¬ 
cialist planning stems not from subjective as¬ 
sumptions and wishes. The materialism of Marx- 
ist-Leninist economic theory enables planning 
to stand on the ground of reality, not to break 
away from the objective trends of economic 
development and purposefully utilize them in 
communist construction. But this does not im¬ 
ply neglect of subjective factors, of everything 
that comprises the policy, social and individual 
psychology, ethics and ideas of the new society. 
Moreover, the <role of subjective factors is con¬ 
stantly growing, particularly as a result of the 
influence exerted by scientific achievemeints on 
practice. Socialist planning takes into account 
the sum-total of subjective factors whose proper 
use accelerates progressive development and 
whose neglect may lead to failures even when 
the material resources are adequate. 
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Capitalist programming, based on the idealist 
nature of bourgeois economic theory, ignores ob¬ 
jective tendencies of economic development and 
treats many categories not as a cause but as a 
consequence of subjective factors. Bourgeois 
theoretical and practical economists like very 
much to rummage in the most insignificant psy¬ 
chological phenomena and study non-existent 
relationships. Keynes asserted, for example, that 
in assessing the prospects of investments account 
should be taken of the nerves, inclination to¬ 
wards hysteria and even indigestion and reaction 
to a change in the weather of those on whose 
arbitrary actions these investments chiefly de¬ 
pend. It is clear that lumping together subject¬ 
ive and objective, decisive and secondary factors 
makes the knowledge of economic processes 
more difficult and thereby limits the possibilit¬ 
ies of capitalist programming to actually in¬ 
fluence practical activity. This does not pre¬ 
clude, however, the chance of discerning really 
important laws and dependences and utilizing 
them in capitalist programming. Many bourgeois 
economists engaging in practical questions ac¬ 
tually depart from idealistic constructions, but 
achieve this mainly in an empirical way. 

Socialist planning and capitalist programming 
fundamentally differ in their approach to the 
sources for the building up of national income. 
One of the principal objective laws discovered 
by Marx is that all material wealth is created by 
the labour of workers in the productive sphere: 
industry, agriculture, construction, transport, and 
the sphere of productive services. Marxists dis¬ 
tinctly separate the sphere of production, where 
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the elements of the national income are created, 
from the non-productive sphere (education, 
health services, science, culture and administra¬ 
tion), which functions on the basis of a redis¬ 
tribution of the national income. This does not 
mean that the labour of workers in the non¬ 
productive sphere is something secondary. It is 
as essential as the labour of any worker and 
peasant. But material wealth as the requisite 
for the existence of the whole society is created 
in the productive sphere and only on this basis 
the existence of all kinds of non-productive ac¬ 
tivity is possible. It is from this objective fact 
that the principles of socialist planning follow: 
in socialist planning the labour of people en¬ 
gaged in the productive sphere is regarded as the 
sole source of the national income. At the same 
time this leads to understanding—and this is ta¬ 
ken into account in the plans—that only the 
growth of material production and labour pro¬ 
ductivity in this sphere can serve as a basis for 
extending the non-productive sphere and satisfy¬ 
ing more fully all the cultural requirements of 
members of socialist society. 

Capitalist programming, just as statistics, is 
based on the assumption that any labour, any 
kind of service, if it can be sold on the market, 
becomes a source of the national income. More¬ 
over, various kinds of resources are regarded 
not as concrete forms of social labour but as 
isolated factors—labour, capital, science, the 
business abilities of an entrepreneur, land, etc. 
Social labour, as the sole source of national 
wealth and the basis for a just distribution of 
incomes, thus disappears. In other words, it is 


155 



sufficient for one to receive a large inheritance 
from one’s grandmother to become automatical¬ 
ly a producer of national income. Such theoretic¬ 
al premises distort the picture of real economic 
processes. It turns out that the national income 
is the sum-total of all kinds of paid services, 
and the individual factors of production are its 
source, while distribution is effected in conform¬ 
ity with ownership of these factors, as a result 
of which labour receives not more than half of 
the national income in all the developed coun¬ 
tries. 

Socialist planning proceeds from the know¬ 
ledge and use of the objective economic law of 
proportional development. Correct proportions 
between sectors and elements of production are 
a requisite for normal growth. The concept of 
proportionality is basic in planning the socialist 
economy. Under socialism, proportions are es¬ 
tablished in a planned way; they are dictated 
not by a spontaneous market, but by the social 
needs and the requirements of technological 
progress. That is why emphasis is primarily laid 
on material proportionality, dictated by produc¬ 
tion ties in the economy, and also on the con¬ 
formity between the material and value asipects 
of reproduction. 

Capitalist programming deals not so much 
with material proportions and production ties as 
with market equilibrium. The theory of equilib¬ 
rium, corresponding to this practice, has for its 
subject the relationship between demand and 
supply on the market. The formal equilibrium 
of demand and supply does not at all signify 
proportionality in production itself. On the con- 
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trary, this equilibrium is achieved through the 
underemployment of capacity for the manufac¬ 
ture of goods for which the supply exceeds the 
demand, increase of unemployment in periods 
of depression, reduction of consumption by the 
people, and spasmodic development of a number 
of “prospering” industries, which results in the 
economically unjustified ruin of other industries. 
Market equilibrium is achieved above all through 
the fluctuation of prices, the financial and cred¬ 
it system, an increase in the tax burden and 
in retail prices. Thus equilibrium, which is the 
object and purpose of capitalist programming, is 
not proportionality of production but a tempora¬ 
ry balancing of the market forces. 

There are still greater differences in the ap¬ 
proach and methods of economic substantiation 
between socialist planning and capitalist pro¬ 
gramming as regards the efficient use of pro¬ 
ductive resources. 

Problems of economic efficiency comprise 
the main content of socialist planning. Each cap¬ 
italist, too, naturally strives for efficient op¬ 
eration of his enterprise. Attempts are also made 
to tackle problems of efficiency of the capitalist 
economy as a whole. But criteria of efficiency 
in case of public ownership and private owner¬ 
ship differ in principle. Maximum satisfaction of 
the social needs with the smallest total national 
economic outlays of all productive resources is 
the criterion under socialism, while maximum 
profit of the individual owner with the smallest 
outlays of the factors of production at his dis¬ 
posal is the criterion under capitalism. The 
fundamental difference consists in that socialist 
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planning proceeds from the .interests of society 
as a whole, of the entire national economy, 
while capitalist programming, resting on private 
ownership, cainnot but proceed from the interests 
of individual capitalists. 

National economic efficiency under capital¬ 
ism is merely a theoretical proposition but not 
a practical aim with adequate economic requisit¬ 
es. The far-reaching consequences of this fun¬ 
damental difference in efficiency criteria will 
be examined in the section dealing with optimal 
planning. 


COMMON FEATURES IN CALCULATION 
METHODS 


Some concrete calculation methods utilized in 
socialist planning and in capitalist programming, 
especially the mathematical apparatus, are simi¬ 
lar in many respects. The balance of the national 
economy, which is the methodological founda¬ 
tion of planning the rates and proportions of 
socialist extended reproduction, formally has the 
same functions as the national accounts utilized 
under capitalist programming. The sequence of 
drawing up economic development programmes 
on the basis of econometric models—forecast, 
macro-plan, multi-sectorial plan, and the estima¬ 
tion stage—proposed by a number of Western 
economists, basically coincides with the sequence 
of drawing u,p national economic plans in the 
socialist countries. The input-output system. 
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widely utilized in capitalist programming, is 
analogous in its structure to the inter-sectorial 
balance applied in socialist planning for sub¬ 
stantiating the proportional development of the 
economy. But the similarity of instruments does 
not make for a similarity of aims and economic 
content. 

The inadequacy of the methods of capitalist 
programming is connected with one of its basic 
contradictions. The methods utilized in elaborat¬ 
ing economic development programmes proceed 
from the assumption that the object of capitalist 
programming is the entire national economy, 
while workable decisions in conformity with the 
programme can be applied only to the limited 
nationalised sector (if it exists at all). As a re¬ 
sult the wish is presented as a possibility. In 
these conditions the methods of plan calcula- 
tioins may be likened to an engine working idly. 
These methods make it possible to bring out the 
potentialities for economic growth if there were 
no capitalist marketing problem and no cyclical 
fluctuations—in brief, if there were no private 
ownership of the means of production and capi¬ 
talism itself. For example, the simplest depend¬ 
ence between growth rates and the share of 
investment, discovered by Harrod and Domar 
and widely utilized in macro-planning, by itself 
offers no possibilities whatsoever for stepping 
up the growth rate of the national income by 
increasing the share of investment in it. For this 
the method must rest on the possibility of adopt¬ 
ing and implementing the necessary economic 
decisions. 

In his book, Essays in the Theory of Eco- 
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nomic Growth, E. Domar himself draws such 
conclusions. “If the public is willing to save a 
certain part of its income, and the required rate 
of growth can be achieved,” 'he asks, “why not 
concentrate our efforts to make this growth 
potentially real? This is the path that amy social¬ 
ist society would undoubtedly take.” ^ But, Do¬ 
mar points out elsewhere, “a pure capitalist so¬ 
ciety is rather helpless in this respect.” ^ 

The methods of capitalist programming are 
often based on a set of instruments not applic¬ 
able in conditions of private ownership, inas¬ 
much as it does not correspond to the real possi¬ 
bilities of influencing the economy. That is why 
the achievements, registered in the United Sta¬ 
tes, Britain, Holland and some other countries 
in developing econometrics, in effect cannot be 
utilised within the framework of capitalism. But 
they are studied and in a number of cases util¬ 
ized in socialist planning. As regards many ins¬ 
truments applied in capitalist programming, we 
may repeat what had been said by O. Lange, 
noted Polish economist, about the input-output 
system of W, Leontieff: “Although this analysis 
has been applied for the first time in the eco¬ 
nomy of the USA, it is also applicable, like all 
input-output analyses, to the socialist economy. 
More than that, it seems to us that such an anal¬ 
ysis will attain its full force only as an instru¬ 
ment of economic planning. Its techniques, al¬ 
though used for the first time in a capitalist eco- 


^ E. Domar. Essays in the Theory of Economic Growth, 
New York, 1957, p. 119. 

2 Ibid., p. 118. 
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nomy, go beyond the historical bounds of capi¬ 
talism and can play its full part only in a plan¬ 
ned economy.” ^ 

The construction of some models of planning 
laws under capitalism in many cases is rather 
of an illustrative than practical nature. This is 
especially seen in the case of the input-output 
tables elaborated for a planned period. Such 
tables were compiled in France (for 1965), in 
Holland (for 1970) and in some other countries. 
These tables differ from the balances elaborated 
in the Soviet Union, not by their mathematical 
apparatus, but by the functions and methods of 
economic substantiation. The planned inter-in¬ 
dustry sectorial balance, drawn up in the Soviet 
Union, for example, for 1970, is an intermediary 
stage between the synthetic and detailed plan 
calculation by sectors, between the balance of 
the national economy and the material balances 
of individual kinds of production. The plan in¬ 
put-output tables compiled in a number of ca,p- 
italist countries do not stem from sectorial cal¬ 
culations, they remain multi-sectorial forecasts 
not laying claim to practical implementation. 

The planned inter-industry sectorial balance 
of the USSR for 1970 is based on outlay coeffi¬ 
cients estimated by designing and research or¬ 
ganisations in conformity with the trends of 
technological progress envisaged for the plan 
period. Capitalist programming does not include 


• O. Lange. Sonic Considerations on the Analysis of the 
Input-Output System, symposium “Application of Mathe¬ 
matics in Economic Studies” (in Russian), Moscow, 1959, 

p. 216. 
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among its objects technological progress which 
under capitalism occurs spontaneously. This 
precludes the possibility of planning direct outlay 
coefficients, and the input-output tables are 
based on rates of preceding years. For example, 
the input-output tables of France for 1965 are 
based on 1959 rates. Still more crudely was this 
problem solved in drawing up the multi-sectorial 
forecast of Holland for 1970. Though Dutch pro¬ 
gramming is considered one of the best substan¬ 
tiated, outlay coefficients for the end of the 
1940’s were utilized in this forecast and applied 
to the volume of possible production in 1970. 
This is the case in almost all models of capital¬ 
ist programming if they are regarded not from 
the mathematical but from the economic and 
practical angles. 

In contrast to capitalist programming, a plan 
model of the socialist economy is a necessary 
stage in the practical realisation of problems of 
the plan period. As long as the economic content 
of the plan model corresponds to the objective 
conditions and tasks of economic development, 
there is a practical possibility for translating the 
plan estimates into economic activity at all 
stages of production and distribution. It is under 
socialism that modern achievements in construct¬ 
ing econometric models can be most successful¬ 
ly used. We shall outline below the main meth¬ 
ods applied in socialist planning for determin¬ 
ing the growth rates and structure of production 
f()r a plan period. 



PLANNING GROWTH RATES OF 
SOCIALIST ECONOMY 

Global calculations of the general parameters of 
economic growth represent the first point in 
substantiating the plan from the angle of so¬ 
ciety’s requirements and the possible resources 
for their satisfaction. Three interconnected and 
interrelated methods are used: 

— determination of the dynamics of the so¬ 
cial product and national income on the basis 
of change in the use of labour resources and the 
possible growth of labour productivity; 

— substantiation of the growth rate of social 
production by the dynamics of fixed assets, cap¬ 
ital investment and accumulation, and efficien¬ 
cy of their use; 

— hypothesis of the volume and share of the 
consumption fund in the national income based 
on per capita consumption rates and projections 
for the development of the non-productive 
sphere. 

The use of these methods rests on an anal¬ 
ysis of the sum-fotal of factors and aspects of 
reproduction from which the main, determining 
independent elements of the reproduction pro¬ 
cess have been selected. The volume of produc¬ 
tion (social product and national income) and 
the utilised resources of living labour (labour 
resources) or of materialised labour (fixed as¬ 
sets) are initial among all the national economic 
indicators. On their basis the derivative indicat¬ 
ors can be obtained by treating the initial in¬ 
dicators (labour productivity, output/asset or 
asset/output ratio, assets per worker, and 
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others). That is why determiination of the labour 
resources and their use, on the one hand, and 
the fixed assets, capital investment and their 
use, on the other, are used as the two basic 
methods for synthetic plan calculations. 

Parallel with these two trends, which repre¬ 
sent a calculation of rates and levels of social 
production as regards the limited factors of re¬ 
production, the approach from the standpoint 
of consumption requirements is used, since it is 
the rise in the living standard of the people 
which in the final analysis determines the effi¬ 
cacy of the plan. 

In the process of calculation one of the pa¬ 
rameters of the plan can be taken as an inde¬ 
pendent variable in conformity with one of the 
tasks of the plan period (for example, a reduc¬ 
tion of the time spent in material production), 
while the other interrelated indicators are re¬ 
garded as derivatives. Such calculations make it 
possible to compare different variants and trends 
of the plan. 

It should be stressed that parallel calcula¬ 
tions of all tasks are made; they intersect and 
correct one another. In the course of calculation 
extrapolations and temporary hypotheses are 
inevitable, and in the course of further estimates 
they are either clarified or rejected. One and 
the same indicator is considered at different 
stages from different angles: the need to ensure 
the given level of some indicator is examined or 
the economic possibilities of realising this task 
are determined. Gradual approximation results 
in coordination between resources and needs. 

The sequence of calculations may be modi- 
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fied, depending on the duration of the plan pe¬ 
riod. For example, in planning production indi¬ 
ces for a long period, indices of the living stan¬ 
dard which it is desirable to attain at the end 
of the period may he chosen as the point of de¬ 
parture. The final results, however, can be ob¬ 
tained only on the basis of combining the indi¬ 
cated ways and aspects of plan calculations in¬ 
to a single whole. 

DYNAMICS AND USE 
OF LABOUR RESOURCES 

The first method consists in determining the 
possible growth rates of the social product and 
national income on the basis of an assessment 
of labour resources and fund of labour-time and 
thedr distribution by sectors, and the possible 
rise in the productivity of social labour. 

This method of calculation begins with a de¬ 
mographic analysis of the birth and death rates, 
as well as of the sex, age and social composition 
of the population on the basis of which the total 
labour resources are ascertained. Depending on 
the duration of the working week for the plan 
period, the possible fund of labour-time can be 
established. In combination with the existing 
composition of the abled-bodied population and 
some preliminary considerations about the draw¬ 
ing in of new manpower these calculations 
make it possible to determine the dynamics of 
the labour force engaged in material production 
and the total time worked in this sphere. 

In determining the possible rise in labour 
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productivity, Use is made of both an analysis of 
existing tendencies and hypotheses of trends in 
the plan period which are then clarified in the 
process of calculation. The labour productivity 
indicator is determined on the basis of dynamics 
of both the social product and national income. 
Labour productivity is calculated both per per¬ 
son employed in material production and per 
man-hour expended in production. If the fund 
of labour-time is reduced, the dynamics of hour¬ 
ly labour productivity may be the only factor 
for expanding production. That is why special 
attention must be paid to the relationship be¬ 
tween the dynamics of annual and hourly labour 
productivity. 

Substantiation of the rise in productivity of 
social labour is the most intricate calculation in 
this respect. It is done on the basis of the main 
factors which determine this growth. At the ini¬ 
tial stage of elaboration of the plan three fac¬ 
tors which determine the dynamics -of labour 
productivity are singled out: structural changes, 
power consumption per worker and assets per 
worker. 

The impact of structural changes on labour 
productivity growth is manifested in the increase 
of the share of sectors with a higher labour pro¬ 
ductivity than the average. This applies above 
all to a general increase in the number of per¬ 
sons employed in industry, in which labour pro¬ 
ductivity is higher than the average in the econ¬ 
omy of the country. 

Power consumption per worker is one of the 
main factors making for an increase in labour 
productivity..The dynamics of labour productiv- 
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ity for long periods almost coincide with thci 
dynamics of power consumption per worker. 
This is taken into account when estimating the 
possible increase in labour productivity. 

The indicator of assets per worker charact¬ 
erises the provision of living labour with the 
main means of production. This directly affects 
labour productivity because the quantity of ob¬ 
jects of labour which can be processed in a unit 
of time depends on assets per worker. 

The indicator of assets per worker can serve 
as a link between calculations of the use of liv¬ 
ing labour and the use of materialised labour; 
it makes it ipossible *to establish a connection in 
determining labour productivity and the volume 
of the fixed productive assets. 

These calculations establish the indicator of 
growth of the social product and national in¬ 
come for the plan period as the index of the 
number of persons employed in material pro¬ 
duction multiplied by the indicator of the pro¬ 
ductivity of their labour. 

GROWTH OF ACCUMULATIONS 
AND ASSETS PER WORKER 

The second trend of plan calculations at the 
stage of constructing a macro-model for develop¬ 
ment of the national economy is the substantia¬ 
tion of the growth rate of production by means 
of the possible dynamics of fixed productive as¬ 
sets, capital investment, accumulation and their 
effective use. 

Economic substantiation of the rates of ex- 
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tended reproduction cannot be confined iflerely 
to an analysis of the dynamics of labour produc¬ 
tivity and labour resources. Labour productivity 
itself is determined by the impact of various 
factors of production, among which a special 
part is played by the fixed productive assets and 
capital investment, which are the material basis 
for expanding social production. 

The growth rates of the social product and 
national income are directly connected with a 
change in the volume of fixed productive assets 
and capital investment. This connection is ex¬ 
pressed in the output/asset and output/invest¬ 
ment ratios or in the inverse asset/output or in¬ 
vestment/output ratios. 

The application of the output/asset ratio does 
not, of course, mean that the national income is 
created by fixed assets. In reality its source is 
living labour, and the volume of the national in¬ 
come dej>ends on the quantity of labour expend¬ 
ed in material production and on labour produc¬ 
tivity. Nevertheless, the indicator of output/as- 
set ratio is applied in national economic plan¬ 
ning because it expresses an important side of 
ithe reproduction process—the connection be¬ 
tween the re,production of assets and the social 
product effected through the fixed assets at the 
disposal of labour. 

This trend of calculations begins with an 
analysis of the movement of fixed assets, capital 
investment, accumulations and the indicators of 
their use for the past period. 

Preliminary calculations of the volume and 
dynamics of the social product and the national 
income serve as a basis for determining the gen- 
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eral accumulation of resources (at the first stage 
of calculation the share of accumulation in 
the national income and its structure in the pre¬ 
ceding period may be taken). Ascertainment of 
the general accumulation resources makes it 
possible to calculate the dynamics of capital in¬ 
vestment and fixed assets. 

The reservation should be made here that 
rates of extended reproduction are directly con¬ 
nected with the fixed productive assets and pro¬ 
ductive accumulation. The movement of non¬ 
productive assets, and, correspondingly, of capi¬ 
tal investment and accumulations directly influ¬ 
ences not the growth of production but the 
movement of the consumption fund and the liv¬ 
ing standard of the population. This is why pro¬ 
ductive capital investment, and accumulation and 
productive fixed assets are used in substantiating 
the growth rates of the social product and na¬ 
tional income. 

Alongside calculation of the volume and dy¬ 
namics of fixed assets, capital investment and 
accumulation, calculations are made of the in¬ 
dicators of efficiency in their use. 

The main indicator of efficiency is the out¬ 
put/asset ratio (or the asset/output ratio) be¬ 
cause the production of goods is directly con¬ 
nected with the use of fixed productive assets, 
whereas capital investment and accumulation 
are connected with the output only through fixed 
assets. 

The dynamics of the output/asset ratio is con¬ 
nected with many factors which operate in dif¬ 
ferent directions. Among the maih factors are: 
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— technological progress based on the intro¬ 
duction of scientific and technological achieve¬ 
ments in production; quantitative account of this 
factor at the given stage of plan elaboration is 
possible only on the basis of assessments by ex¬ 
perts and an analysis of trends in the preceding 
period; 

— shifts in the sectorial structure of produc¬ 
tion which lead to changes in the output/asset 
ratio, assuming that it remains unchanged in 
large sectors of material production; 

— dynamics of the fund of time, in the 
course of which the equipment is utilized; this 
indicator reflects improvement in production or¬ 
ganisation. 

A quantitative assessment of these factors in 
the first stage of plan elaboration is inevitably 
based on a number of hypotheses which are 
subject to further clarification. But in their sum- 
total these hypotheses already at this stage al¬ 
low a more or less realistic determination of the 
possible dynamics of the output/asset ratio. 

Comparative analysis of the dynamics of la¬ 
bour productivity and assets per worker in the 
plan period can be used as a control calculation 
of independent significance. Faster growth of 
labour productivity as compared with a rise in 
assets per worker is indicative of an increase in 
the output/asset ratio, while the reverse speaks 
of a decline in the output/asset ratio. The mag¬ 
nitude of the gap reflects the degree of change 
in the outpul/asset ratio. To establish the fund 
of labour-time worked in material production, 
which influences the output/asset ratio two com¬ 
parisons should be made: annual productivity 
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per worker should be compared with assets per 
worker, and the hourly labour productivity— 
with the volume of fixed productive assets per 
man-hour. 


CONSUMPTION 

FUND AND ITS SHARE IN NATIONAL INCOME 

The third trend in constructing an aggregated 
plan model of national economic development 
is to calculate the consumption fund as a prime 
part of the national income on the basis of per 
capita consumption rates and estimates for the 
development of the non-productive sphere. This 
calculation is based on the assignments for 
raising the living standard. 

The volume of the consumption fund is de¬ 
termined, on the one hand, on the basis of the 
total resources of the national income and the 
part which should go for accumulation. On the 
other hand, it is determined on the basis of per 
capita consumption rates for the plan period 
and estimates for the development of the non¬ 
productive sphere. 

The consumption budget of the population 
for preceding years serves as the basis for cal¬ 
culating per capita rates for the plan period. A 
plan (rational) consumption budget of the pop¬ 
ulation is drawn up on the basis of an analysis 
of family budgets and the use of scientific and 
rational consumption norms of major food and 
non-food goods, norms for the provision of hous¬ 
ing and the services of social, cultural and other 
institutions. 

In determining the consumption fiind the 
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most difficult problem is to substantiate changes 
in its structure. To cope with it, careful econom¬ 
ic studies of population demand, its structure, 
and especially of elasticity of demand are re¬ 
quired. These studies make it possible to im¬ 
prove the planning of the physical structure of 
the consumption fund and to take into account 
real trends in the consumer demand. 

Calculation of the consumption fund and the 
necessary accumulation of consumer goods en¬ 
able planning agencies to establish the volume 
of output in Department II and, on its basis, the 
relationship between Department I and Depart¬ 
ment II of social production. 


Coordination of the three methods of cal¬ 
culation, mentioned above, results in the con¬ 
struction of an aggregated model of national 
economic development which characterises the 
movement of the main plan parameters and 
their interconnection. This coordination rests on 
the aims of the plan which outline the key pro¬ 
blems that must be solved in the plan period. It 
is not any coordination that can serve the pur¬ 
pose, but one which ensures the accomplish¬ 
ment of the principal tasks of the plan. 

Coordination of these three methods in a 
single model is achieved as a result of repeated¬ 
ly made approximations. The entire sequence of 
calculations must not be regarded as movement 
in one direction: internal balancing of the model 
is achieved only as a result of many corrections 
of <the entire system of calculations until the 
triple aim formulated earlier is attained, namely, 
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the main political and economic directives are 
properly reflected, the real conditions of econom¬ 
ic development are taken into account and the 
balancing of all the plan indicators within the 
bounds of the aims set is achieved. 

Ascertainment of the main indicators of na¬ 
tional economic development—^the social pro¬ 
duct and national income, labour resources and 
their allocation, labour productivity, fixed as¬ 
sets, capital investment, accumulations, their 
composition and indicators of efficiency of their 
use, the consumption fund and its composi¬ 
tion—enables planners at the preliminary stage 
of plan formulation also to calculate the gross 
output of some major sectors of the economy 
and a number of indicators in physical terms. 
Thus the volume of capital investment and its 
structure determine the scale of construction and 
assembly work, the required equipment and 
building materials; the consumption fund and 
its structure ipredetermine the main part of the 
needed agricultural output and the output of 
industries producing consumer goods. 

Substantiation of the basic parameters of the 
plan presupposes determination of a number of 
national economic proportions which show the 
direction and distinctive features of the plan. 
Among these proportions are: 

— relationship between the social product 
and the national income, which characterises 
the consumption of materials in social produc¬ 
tion; 

— division of the national income into the 
consumption fund and accumulation fund, 
which determines the two principal parts of the 
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plan^the advance in the living standard of the 
population and the maintenance of stable rates 
of economic growth. 

PRINCIPLES OF FORMING THE FINAL SOCIAL 
PRODUCT 

Knowing the basic parameters of national in¬ 
come for the period covered by the long-term 
plan, it is possible to substantiate the sectorial 
structure of the final product and above all its 
main elements—the consumption fund and ac¬ 
cumulation fund. 

The. final product is the part of the gross 
social product which finally goes beyond the 
bounds of current production and is utilized for 
consumption, accumulation and also replace¬ 
ment of the means of production accumulated 
in preceding years and consumed in production. 
In other words, the value of the social final pro¬ 
duct is made up of value newly created in the 
given year by living labour and the value trans¬ 
ferred from means of production accumulated 
in preceding years. 

The consumption fund consists of the person¬ 
al consumption fund of the people and materi¬ 
al outlays in the non-productive sphere—cultu¬ 
re, education, public health services, public uti¬ 
lities and housing, science and administration. 

The accumulation fund is sub-divided into 
two main parts: accumulations in productive as¬ 
sets and accumulations in non-productive assets 
(dwellinigs, assets of educational, cultural, health 
and other establishments). Accumulations in 



pi‘oductive and non-productive assets and rep¬ 
lacement of fixed assets determine the scale of 
capital construction in the plan year. The plan¬ 
ning of the sectorial structure of capital invest¬ 
ments as an element of the final product is 
chiefly concerned with the requirements of sep¬ 
arate sectors for expansion of their fixed assets. 

In forming the social final product the rela¬ 
tionship between the consumption fund and the 
accumulation fund is of utmost importance. 
The social aspect of this problem is determined 
by economic and political tasks set for the plan 
period. This relationship largely depends on the 
efficiency of productive accumulation and the 
rational structure of the consumption fund. 

After determining the proportions between 
consumption and accumulation, the volume of 
the consumption fund can be established. This 
makes it possible to undertake the ascertainment 
of the structure of the consumption fund by 
sectors and commodities. The most intricate 
methodological and calculation problems arise 
in determining the commodity structure of the 
personal consumption fund. Extensive research 
is now conducted in the Soviet Union to study 
the dependence of the structure of consumption 
on the level and composition of population in¬ 
comes, on incomes and prices, total volume of 
consumption, territorial distribution of con¬ 
sumption, the sex and age composition of the 
poipulation and other factors atfecting the struc¬ 
ture of the consumption fund. Scientifically- 
based consumption norms are widely utilised 
for determining the structure of consumption in 
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the plan period. The solution of all the problems 
of planning consumption is one of the central 
tasks of economic science, because planning is 
now entering a stage when the dynamics of na¬ 
tional economic development is increasingly 
determined by the volume and composition of 
the consumer demand and the dynamics of so¬ 
cial consumption. 

Economic studies show that the level of pop¬ 
ulation income greatly influences the structure 
of the personal consumption fund. As incomes 
rise there are definite progressive changes in 
the structure of the consumption fund, namely, 
the proportion of foodstuffs declines, while 
among the foodstuffs consumed, the share of 
processed agricultural products increases; the 
proportion of manufactured goods, especially 
durable goods, rises. 

There are great possibilities for changing the 
commodity structure of the personal consump¬ 
tion fund and thereby improving the structure 
of social production. Let us take, for example, 
the ratio of articles produced from woven and 
knitted fabrics. The costs of production of 
knitted underwear is from 25 to 35 per cent 
lower than that of underwear made from ordin¬ 
ary fabrics, and from 45 to 50 per cent lower in 
case of knitted garments. The expansion of out¬ 
put of knitted goods, already eflected in the 
Soviet Union, yields an annual saving of about 
100 million roubles. There are still bigger possi¬ 
bilities for further improving the structure of 
clothing production by increasing the share of 
knitted garments, as well as for improving the 
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structure of the personal consumption fund in 
other commodity groups, especially durable 
goods. 

SECTORIAL STRUCTURE OF THE GROSS SOCIAL 
PRODUCT 

After the volume and sectorial structure of the 
final product are established, calculation of the 
volume and structure of the social product can 
be undertaken. This is made on the basis of 
the inter-sectorial balance of production and 
distribution of output in the economy, which is 
a synthesis of the plan balance of the national 
economy and material balances. 

The main methodological principles of the 
inteX'Sectorial balance of production and dis- 
tribution of the social product originated in the 
Soviet Union as early as in the first stage of 
economic construction. They were dictated by 
the new conditions which arose as a result of 
the victory of the October Revolution of 1917. 

The balance of the Soviet national economy 
for the 1923/24 economic year contained all the 
fundamental elements of the inter-sectorial bal¬ 
ance. However, the ideas of the inter-sectorial 
balance were not developed up till 1957-1958 
when the Economic Research Institute of the 
Gosplan began to elaborate methodological 
questions of balance compilation and made the 
first experimental balance calculations based on 
usual statistical and planning data. In 1960-1961 
the Central Statistical Board compiled the first 
inter-sectorial balance of the Soviet Union for 
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1959, which contributed to the development of 
corresponding plan calculations. The economic- 
mathematical laboratory of the USSR Academy 
of Sciences was set up by Academician 
V. S. Nemchinov at that time, and it began to 
elaborate inter-sectorial balances by regions. 

The compiling of an inter-sectorial balance 
enabled planners to approach the determination 
of national economic proportions from new po¬ 
sitions. An economic-mathematical model of an 
inter-sectorial balance makes it possible to solve 
the problem of proportionality, taking as a point 
of departure the final requirements of society. 
This imparts a purposeful nature to all work of 
calculating national economic proportions. 

The formulation of the plan from the angle 
of society’s requirements presupposes organic 
coordination of production and consumption, 
where production is regarded as the basis of the 
extended socialist reproduction, and consump¬ 
tion as its ultimate aim. Lenin wrote that rep¬ 
lacement of capitalist production by socialist is 
done “to ensure the complete well-being and all¬ 
round development of all its members.” That is 
why a plan for the development of the socialist 
economy is elaborated with ain eye to the 
achievement of the biggest possible social final 
product of the most progressive structure. 

The mathematical dependence between the 
volume and sectorial structure of the final pro¬ 
duct, on the one hand, and the gross social 
product, on the other, is expressed in a system 
of coefficients of the full outlays of materials, 
living labour and productive assets per unit of 
the final product. These coefficients are obtain- 
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ed by aggregating the direct outlays (coeffici¬ 
ents of direct outlays) of materials, labour and 
assets made in each sector of production. 

The degree of differentiation of the coeffi¬ 
cients depends on the classification of sectors or 
products, accepted in drawing up the inter-sec¬ 
torial balance. The stability of this or that coef¬ 
ficient depends on the dynamics of the techno¬ 
logical progress since the magnitude and struc¬ 
ture of the outlays is determined by the level 
of technology and the degree of aggregating the 
sectors and products. 

The mechanism of relationships, contained in 
the economic-mathematical model of the inter¬ 
sectorial balance, makes it possible to obtain 
quickly indicators characterising the efficiency 
of one or another variant of the structure of 
production. ^ 

At first several variants of the volume and 
structure of the final product are elaborated 
and also a number of variants for developing 
the technology of material production, charac¬ 
terised by various manufacturing processes, and, 
therefore, requiring different materials, labour 
and fixed assets. The comparison of different 
variants of the inter-sectorial balance helps to 
determine total outlays of living and material¬ 
ised labour and the capital required for each 
variant of the volume and structure of material 
production, and to draw conclusions as regards 
the economic efficiency of each variant. Multi- 

^ A detailed exposition of the subject is given in Academi¬ 
cian Nemchinov’s Economic-Mathematical Methods and 
Models (in Russian), Moscow, 1962. 
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Variant planning makes it possible to select a 
variant of social production best suited to the 
socio-economic tasks of the given plan period, 
which ensures optimum proportions in the econ¬ 
omy, the most efficient use of the country’s 
productive resources and maximum satisfaction 
of the needs of society with the lowest outlays. 
All this provides for bringing out the most pro¬ 
gressive structure of social production. 

These methods of determining the propor¬ 
tionality of social production permit an all-ro¬ 
und assessment of the economic efficiency of 
structural changes in industry and in material 
production as a whole. 

OPTIMAL PLANNING IN THE 
SOCIALIST ECONOMY 

Optimal planning is a further development of 
the balance method, impartinig a new quali¬ 
ty to it. The balance method helps to achieve 
equilibrium and proportionality in developing 
the economy, but it does not ensure a national 
economic optimum—that is, highest results at 
the lowest cost. The balance method enables 
planning agencies to draw up several variants of 
the national economic plan and choose the one 
that most corresponds to the tasks of the plan 
period. This, however, does not mean that the 
best variant has been found which ensures the 
highest results with the material and labour re¬ 
sources at the disposal of society. It is only with 
the help of optimum planning methods that this 
task can be successfully accomplished. 



The essence of optimal planning is to find 
ways for the fullest satisfaction of society’s 
needs with the available resources or to deter- 
mine the smallest outlays of living and material¬ 
ised labour for satisfying the given volume of 
social needs. While incorporating everything 
contained in the balance method, optimal plan¬ 
ning differs from it in two important features: 
it has a purposeful function which characterises 
the main aim of socialist production for the 
plan period and it offers various economic and 
technological variants for attaining this aim. 

Optimal planning ensures the realisation of 
the immutable law of economic development— 
to achieve highest result at the lowest cost. 
Such a planning to the utmost corresponds to 
the nature and obiective potentialities of the so¬ 
cialist economy. Satisfaction of social reauire- 
ments as the aim of production, and efficient 
use of the national wealth in all its forms as a 
means for achieving this aim—in the combina¬ 
tion of these two aspects the nature of socialism 
and the essence of optimal planning are mani¬ 
fested. 

Optimal planning can be effected at various 
levels, national, sectorial, local (enterprise or 
economic region), but the essence of an optimal 
plan in all cases is similar: achievement of a 
maximum final output of the economy (sector, 
area, enterprise), of a definite structure and 
quality through the best use of the natural re¬ 
sources, productive assets, labour, raw and other 
materials, fuel, electric power—of all the com¬ 
ponents of production. 

On a nation-wide scale the optimal plan aims 
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at ensuring the fullest satisfaction of the total 
social requirements with all resources at the dis¬ 
posal of society; on a sectorial scale—at the 
production of a maximum of goods conforming 
to social needs; the optimal plan of an individ¬ 
ual enterprise has for its goal the production 
of a maximum of goods in an assortment and 
of a quality that conform to the demand. 

Optimal planning based on public ownership 
makes it possible to coordinate the national, 
sectorial and local optimums and to ensure the 
unity of individual and national interests. This is 
achieved by subordinating the activity of each 
enterprise or economic region to the national 
economic interests and by applying a system of 
prices which ensures profitability of production 
of goods corresponding to social needs. 

The theoretical and practical achievements 
of Soviet economic science, mathematics, cyber¬ 
netics and the development of electronic com¬ 
putation techniques make up the foundation of 
optimal planning. Mathematical methods and 
electronic computers enable planners not only 
greatly to speed up economic calculations for 
planning purposes, but also—and this is the 
main thing—to model economic processes and 
study the quantitative relationships of the sum- 
total of indicators of economic growth. 

An economic-mathematical model of the na¬ 
tional economy is a reflection of the real rela¬ 
tionships in the economy, which enables plan¬ 
ners to take into account a wide range of in¬ 
dicators and their interdependence. The intro¬ 
duction of an economic-mathematical model in 
an electronic machine permits to imitate real 
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economic processes and to conduct scientific 
laboratory experiments. An economic-mathema¬ 
tical model opens up entirely new .possibilities, 
raises the timeliness and precision of calcula¬ 
tions and makes it possible to select the most 
efficient economic solutions. 

A system of economic-mathematical models 
reflecting various aspects of economic develop¬ 
ment represents the methodological basis and 
instrument of optimal planning. The common 
structural elements of each model are: a purpose¬ 
ful function which reflects the economic cri¬ 
terion for the development of production in the 
planned period; the given structure and quality 
of the final product, which conforms in the high¬ 
est degree to social requirements; the material 
and labour resources at the disposal of society, 
seclor, region or enterprise and their charac¬ 
teristics; the variants of different production 
(technological) methods, which make it possible 
to produce the necessary goods with the ava¬ 
ilable resources. The task of an optimal plan¬ 
ning model is to find a combination of produc¬ 
tion (technological) methods ensuring maximum 
satisfaction of social requirements, with the 
most efficient use of all the productive resour¬ 
ces. 

The system of optimal plan models in¬ 
cludes: synthetic national economic models of 
the interaction between rates and factors of ex¬ 
tended reproduction; statistical and dynamic 
models of inter-sectorial relations which charac¬ 
terise the sectorial structure of production and 
the movement of goods between various sectors 
of material production; models reflecting the 



dependence of the level and structure of the 
consumer demand on the volume and distribu¬ 
tion of incomes by groups of the population, on 
the level and relationship of prices of various 
goods; models of foreign trade, inter-area ex¬ 
change, location of production and other models. 

The system of economic-mathematical mod¬ 
els of optimal planning also includes models for 
solving local production problems: finding the 
most advantageous direction of goods flows, the 
rational use of machine tools, fuel and raw ma¬ 
terials. 

Each level, each stage of optimal planning, 
depending on the degree of aggregation, has to 
deal with its own estimates of social needs and 
its indicators of resources. At the level of syn¬ 
thetic plan calculations, the achievement of the 
maximum use of the national income (or max¬ 
imum consumption fund for the plan period) 
with the available productive assets and labour 
resources can serve as the criterion. At the level 
of a multi-sectorial plan model the social need 
is characterised by the structure of the final 
product which includes capital investment and 
consumption (a static model) or only consump¬ 
tion (a dynamic model) The resources here arc 
productive assets, manpower, and the intermedi¬ 
ary product by sectors. In elaborating an opti¬ 
mal inter-sectorial balance, besides these two 
components several methods of producing the 
given element of the final product should be 
used (in the generation of electric power— 
thermal and hydroelectric stations; in the manu¬ 
facture of fabrics—chemical and agricultural 
raw material by kinds, etc). In drawing up an 
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optimal plan of an enterprise the volume and 
assortment of the final product can be charac¬ 
terised by indicators in physical terms; the re¬ 
sources—by the number and capacity of the 
machine tools, tons of raw material, the number 
of workers of different trades; and the variants 
of producing the final product—by different 
manufacturing methods. 

Elaboration of optimal planning methods 
sharply enhances the importance of plan rates 
of consumption of raw and other materials, fuel, 
electric power, productive assets, capital invest¬ 
ment and labour per unit of output. The rates 
for the plan periods reflect the progress in sci¬ 
ence and technology and the improvements in 
organisation and manufacturing methods. Plan 
rates take into account the most progressive 
trends; the feasibility and precision of plans 
depend on the level of technical and economic 
substantiation of these rates. In optimal plan¬ 
ning it is very important that the system of rates 
allow a choice. In determining plan rates va¬ 
rious technical solutions and a variety of outlays 
should be envisaged, for optimal planning con¬ 
sists in choosing the most efficient variant of 
technological processes, which ensures the smal¬ 
lest aggregate labour and material outlays in 
achieving the planned results. 

To give an idea of the importance of optimal 
planning and its methods let us cite a concrete 
example. Annually hundreds of millions of tons 
of coal are mined and transported in the Soviet 
Union. Coal is mined in some dozens of regions 
(Donets, Kuznetsk, Karaganda, Moscow, Vorku¬ 
ta, Ekibastuz and others) but it is consumed in 
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all parts of the country. There are many variants 
of transporting coal from the place of extraction 
to consuming regions. The transportation expen¬ 
ditures on the same quantity of coal naturally 
differ. The task is to make the necessary car¬ 
riage with the least outlays. Ordinary means 
of planning the coal carriage permit of estab¬ 
lishing a more or less rational layout of the 
traffic flows. 

But it is imjiossible to find the best variant 
by such methods. Optimal planning enlists elec 
tronic computers for coping with this task. This 
kind of work has been done more than once by 
Soviet economists and mathematicians. It has 
been estimated, for example, that by organising 
coal carriage in conformity with an optimal 
plan the state could have cut transportation 
costs by some 100 million roubles in 1960! And 
this is only one specific case. ^ 

Methods of optimal planning are increasing¬ 
ly applied in the Soviet Union. At first these 
methods were used for solving economic pro¬ 
blems of individual enterprises, later optimal 
planning began to be used on a regional scale 
and now the task has been set of compiling an 
optimal economic plan on a country-wide scale. 
Notable achievements have been registered both 
in the applied and theoretical directions of re¬ 
search in this sphere. 

The fundamental principles of optimal plan¬ 
ning were elaborated by the Soviet economist 
L. V. Kantorovich as early as in the pre-war 

• I. Y. Birman. Transport Problem of Linear Programming 
(in Russian), Moscow, 1962 
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years. The theoretical works of V. S. Nemchinov, 
L. V. Kantorovich and V. V. Novozhilov on 
problems of optimal planning are a great achi¬ 
evement of Soviet science. For their work these 
scientists were awarded in 1965 the Lenin Prize, 
the highest national award in the Soviet Union. 

The use of optimal planning methods in ela¬ 
borating national economic plans means a new, 
higher stage of planning which makes it possi¬ 
ble to satisfy more fully social needs with the 
same resources. 

OPTIMUM PROBLEMS IN CAPITALIST ECONOMY 

Under capitalism the use of methods of optimal 
planning encounters a number of insoluble con¬ 
tradictions, Here the contradiction between the 
instruments of capitalist programming and their 
real possibilities are revealed in full measure. In 
analysing this problem let us turn to an interest¬ 
ing book by an American economist U. Baumol, 
Economic Theory and Operation Research .' 

In defining the optimum the problem of an 
economic criterion which is maximised (or mi¬ 
nimised) arises first of all. Under socialism, ma¬ 
ximum satisfaction of social requirements ser¬ 
ves as such a criterion. Public ownership crea¬ 
tes the objective possibility for full conformity 
between the interests of individual enterprises 
and those of the national economy. Baumol is 
aware of the fact that private ownership makes 


* U. Baumol. Economic Theory and Operation Research, 
N. Y., 1981. 
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it impossible to set the task of ensuring the 
well-being of all members of society. That is 
why he subscribes to the aphorism of a bour¬ 
geois economist: “The much-discussed objec¬ 
tive of the greatest good for the greatest number 
of people contains one ‘greatest’ too many.” ^ 
Indeed, in the conditions of capitalist conxpeti- 
tion, when the principle “everyone for himself 
and the devil take the hindmost” is in force, 
the social good cannot be directly or indirectly 
the aim of developing production. Renuncia¬ 
tion by bourgeois theoreticians of the principle 
“the greatest good for the greatest number” is 
sober recognition of the very essence of capita¬ 
lism, and it reflects the inability of the capita¬ 
list system to secure the welfare of the working 
people. If we are to continue the above apho¬ 
rism, two “greatest” are indeed too much for 
capitalism, but “the greatest good for the smal¬ 
lest number” or the “smallest good for the grea¬ 
test number” fully conform to the spirit and 
content of capitalism. 

On the question of the choice of national 
eco'nomic criterion for the optimum Baumol 
holds a negative stand peculiar to Western eco¬ 
nomists. “Any attempt,” he writes, “to construct 
a rigorous and universally applicable criterion 
for distinguishing what policy change is an eco¬ 
nomic improvement must founder on the prob¬ 
lem of inter-personal compariso-ns.” ^ Renuncia¬ 
tion of a national economic optimum leads to 
the conclusion that “management’s aims must 
be taken to be whatever they are, and the job 

1 Ibid., p. 193. 

2 Ibid., p. 266. 
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oi the analyst is to find the conclusions which 
follow from these objectives—that is, to describe 
what businessmen do to achieve these goals, 
and perhaps to prescribe methods for pursuing 
them more efficiently,” ^ Thus, under capitalism 
there can be no other criterion of optimality 
except the greatest profit of each individual 
capitalist. 

The choice of the greatest profit of an indi¬ 
vidual capitalist as the optimum criterion, which 
is quite natural for capitalism, leads to admis¬ 
sion of contradictions between optimality from 
the standpoint of the individual capitalist and 
that of society as a whole. Baumol writes that 
the capitalist ‘‘benefits only by benefiting the 
community and, conversely, by promoting his 
own interests he necessarily promotes those of 
the rest of the community as well. Unfortunate¬ 
ly, there are many cases when this crucial 
premise breaks down—when members of the 
economy do things which benefit others in such 
a way that they receive no payment in return, 
or where their actions are detrimental to others 
and involve no commensurate cost to them¬ 
selves. In such cases of divergence between so¬ 
cial and private returns, self-interest and social 
interest do not coincide.” ^ Baumol notes fur¬ 
ther: “When each person independently pur¬ 
sues his own interest he may end up less well off 
than he would under an optimal arrangement. 
Where social and private returns do not coin¬ 
cide, it is possible that all members of society 

‘ !bid., p. 193. 

2 Ibid,, p. 258. 
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will lose out if each of them does his best to 
promote his own aims.” ^ Well, we can only 
subscribe to such conclusions. Baumol has very 
precisely and objectively formulated the con¬ 
tradiction under capitalism between the private 
and national economic optimum and the impos¬ 
sibility of achieving the latter. 

In view of the recognition of such contradic¬ 
tions, the concepts of external saving and exter¬ 
nal losses have been introduced in bourgeois 
econometrics and programming. These concepts 
determine the difference between private capi¬ 
talist effect and national economic effect: an ex¬ 
ternal saving arises if benefits from extending 
the given enterprise accrue to other enterprises, 
while the enterprise itself receives no return 
whatsoever; when, however, expansion of pro¬ 
duction at the given enterprise (firm, company) 
results in losses at other enterprises without det¬ 
riment to the producer, external losses occur. 
Consequently, under capitalism the expansion of 
production by individual capitalists to the detri¬ 
ment of society as a whole and the refusal to 
expand production if it brings no additional 
profit to the entrepreneur, although it benefits 
society, are quite natural. 

Under socialism, when the saving at each 
enterprise is at the same time a national econo¬ 
mic saving and all losses are national economic 
losses, there is no difference between external 
and internal saving (or losses); to be more exact, 
any saving and any loss are internal. Thus there 
exist objective conditions for realising all eco- 

1 Ibid., p. 259. 


190 



nomic decisions beneficial from the national 
economic standpoint. This fundamental differ¬ 
ence between the socialist and the capitalist 
optimum leads to far reaching economic conse¬ 
quences. 

To begin with, the sphere of efficient eco¬ 
nomic decisions, particularly the sphere of effi¬ 
cient investment, is wider under socialism than 
under capitalism. This follows from the fact 
that private ownership prevents taking into ac¬ 
count national economic efficiency, as a result 
of which individual capitalists refuse to make 
an investment not beneficial to them, although 
expedient for society. L. V. Kantorovich * has 
rightly stressed that this leads not only to fun¬ 
damental qualitative dilferences but also to dif¬ 
ferent quantitative results, because one and the 
same technico-economic variant may prove 
profitable in socialist conditions but unprofita¬ 
ble under capitalism. 

The attainment of a national economic opti¬ 
mum on the basis of public ownership favours 
the full use of all kinds of resources. But when 
private capitalist profit is the criterion of opti¬ 
mality, the achievement of the biggest profit 
does not necessarily corresponds to the full use 
of the factors of production. From the national 
economic viewpoint Baumol is right when he 
asserts that there is always reason to extend 
output until some limit of productive capacity 
is reached. But in combination with maximising 
profit, the task of fully utilizing capacity is not 

* Economic Calculation of the Best Use of Resources (in 
. Russian), Moscow, 1959, 
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feasible. If expansion of production leads to bet¬ 
ter use of the factors of production, to a na¬ 
tional economic saving, but reduces profitabili¬ 
ty of the additional output, such an expansion 
will not be carried out under capitalism. 

The possibility of achieving the optimum in 
capitalist conditions runs up against one more 
internal contradiction which is admitted by 
Baumol: “The marginal optimality rules are 
cither silent or prejudiced on the question of 
income distribution.’’ ^ Indeed, where the crite¬ 
rion of optimality is private capitalist profit and 
not social requirements, not the “greatest good 
for the greatest number,” the problem of a just 
distribution of income, within the bounds of 
achieving an optimum, cannot be solved. More¬ 
over, in the marginal utility theory the income 
of each participant in production is considered 
not as a result of the quality and quantity of 
labour expended by him, but as a subjective ap¬ 
praisal of his labour by the agents of capitalist 
production. Thus, the objective criterion for 
comparing the level of incomes disappears and 
consequently, the same happens to the criterion 
for socially just distribution. 

Western economists see a means for resolv¬ 
ing the contradictions between the private and 
the national economic optimum, between the 
profit of the capitalist and the social require¬ 
ments in the establishment of prices on goods 
and all the limited resources of production in 
conformity with an optimal solution on a na¬ 
tional economic scale. In their opinion, it is ne- 

1 Ibid., p. 247. 
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oessary first of all to find the optimal prices in 
such conditions when the volume of production 
at individual enterprises reaches a level where 
there is neither an external saving nor external 
losses, which constitutes a state of equilibrium. 
Then, the obtained prices will be introduced on 
all products and factors of production and, as a 
result, the capitalists will be forced in their own 
interests to take decisions which are optimal 
from the viewpoint of society. ^ Indeed, under 
socialism, when all the elements of social pro¬ 
duction, including prices, are planned, there is a 
possibility of establishing planned prices in con¬ 
formity with the optimal national economic 
plan. Prices of the optimal plan provide for 
harmonious conformity between the interests of 
individual enterprises and those of the national 
economy, and make it possible to combine cen¬ 
tralised planning with the economic indepen¬ 
dence of enterprises. 

The capitalist state, in contrast to the so¬ 
cialist one, is unable to set prices in a planned 
way as they are formed spontaneously under the 
impact of market competition. That is why all 
the recommendations, expressed by Baumol and 
other economists concerning the use of optimal 
prices, are of no practical value in capitalist con¬ 
ditions, and prices cannot serve as a means for 
eliminating the contradiction between private 
and national economic interests. These contradic¬ 
tions are inevitable because they are inherent 
in the capitalist mode of production. 

^ Ibid., p. 285. 
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CHAPTER VI 


The Plan 
and 

Developing 

Countries 


In the 20 years 

since the last war scores of states have taken 
the road of independent political and economic 
development. 

Most of the newly-free countries have under¬ 
taken in one or another form to draw up the 
economic development plans. Planning in these 
countries, due to specific historical and eco¬ 
nomic conditions, has a number of features 
which distinguish it from both socialist plan¬ 
ning and capitalist programming. 

For the socialist countries planning is a na¬ 
tural form of guiding the economy by society 
where public ownership prevails. Capitalist pro¬ 
gramming arises in conditions of private owner¬ 
ship as an alternative to the operation of market 
forces when the latter are already unable to 
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ensure the development of the ecomoniy. Plan- 
ninig in developing countries is the only method 
of economic management, which enables them 
to escape in the shortest ^pan of time from 
poverty, backwardness and economic and poli¬ 
tical dependence. 

Planning in developing countries approaches 
socialist planning in that it is largely based on 
state ownership and in a number of countries 
bears a very pronounced socialist trend. But 
under a low level of social and economic devel¬ 
opment in these countries planning, resting on 
state ownership, has also to deal with the capi¬ 
talist sector and to a great extent with pre¬ 
capitalist (feudal, patriarchal and even primi¬ 
tive communal) relations. The mixed nature of 
the economy in developing countries makes their 
planning akin in some aspects to social planning 
and in other aspects to capitalist planning and 
at the same time differing from both. Such du¬ 
ality has diverse shades, what in a number of 
cases results in fundamental distinctions between 
the aims and methods of planning in individual 
developing countries. Notwithstanding all these 
shades and distinctions planning in developing 
countries has common features determined by 
the community of social and economic condi¬ 
tions and the community of aims, mamely, steep¬ 
ly to increase per capita income, build up a 
national industry and attain genuine and full 
independence. This fact makes it possible to 
single out planning in developing countries into 
a special type. 

Even a mere enumeration of plans drawn up 
in developing countries demonstrates the wide 
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range of planning and the attention it com¬ 
mands. Three five-year plans of India, the first 
national economic development plan of Indone¬ 
sia, two four-year plans of Burma, two five-year 
plans of the United Arab Republic, economic 
development plans of Afghanistan, Pakistan, 
Ceylon, Ghana, Guinea, Mexico—this list could 
be continued because today there is practically 
no developing country that does not try to take 
the road of planned development. 

Planning in the newly-free countries has 
arisen in conditions different to that of capital¬ 
ist programming in the developed countries of 
Western Europe and America. While for France. 
Britain, the United States, Italy, Holland, Japan 
and other countries, programming is a means 
for overcoming cyclical fluctuations and achiev¬ 
ing balanced growth, for the developing coun¬ 
tries of Africa, Asia and Latin America plan¬ 
ning has as its objective such a development of 
the economy which would ensure the country’s 
economic independence. 

Planning is called upon to indicate the ways 
for spanning in a brief historical period the gap 
between the world’s developed states and back¬ 
ward areas, where, as a result of prolonged co¬ 
lonial misrule, poverty, starvation and ignoran¬ 
ce prevail. Colonialism has artificially .preserved 
the social economic and cultural backwardness 
which now has to be eradicated in the lifetime 
of one generation. Is this task feasible? The re¬ 
cord of history shows that it is. A graphic 
example is provided by 'the development of the 
Central Asian Republics of the Soviet Union 
and the Mongolian People’s Republic. But ihiSt 
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requires definite objective conditions—social, 
economic and political. Depending on these con¬ 
ditions, planning in the newly-free countries 
can be either an active force promoting swift 
economic progress or remain merely good 
wishes not corresponding to actual possibilities, 

FACTORS DETERMINING THE SPECIFICITY 
OF PLANNING 

The specificity of planning in the newly-free 
countries is connected with their social and 
economic conditions which are more or less 
typical for all of them. What are these condi¬ 
tions? 

First, specific features of the social structure: 
combination of a nationalised sector with priv¬ 
ate capitalist and small commodity and, in many 
countries, also feudal and other precapitalist 
forms. Foreign capital also plays a big role in 
many of these countries. The existence of a 
mixed economy .precludes any planning of the 
non-socialised sectors and calls for radical social 
reforms designed to secure the direct planning of 
the entire national economy. The domination of 
foreign monopolies, existence of landlords, es 
pecially in South-East Asia and Latin America, 
survivals of the primitive communal system, 
caste and tribal restrictions and prejudices— 
all this hampers the economic development of 
the newly-free countries, makes it difficult to 
introduce planning and at the same time lends 
special importance to the social trend of plann¬ 
ing in these countries. To ignore these problems 
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means to refuse to face realities and help pre 
serve the obsolete relations. 

Second, the general low level of economic 
development and its agrarian trend : low level 
of per capiita nationail income and of labour 
productivity, primitive, obsolete technology and 
the lack of iskilled personnel. In 1960, per capi¬ 
ta national income in the develoiped capitalist 
countries amounted on the average to 1,037 dol¬ 
lars annually and in the develioping countries 
only to 83 doillars (including 201 dollars in 
Latin America, 89 dollars in Africa and 72 dol¬ 
lars in Asia). What is more, this tremendous 
gap, far from shrinking, has a tendency to wi¬ 
den. While in 1950, the difference in per capita 
income between these two groups of countries 
was 667 dollars, in 1960 it increased to 954 
dollars. ^ It is clear that in these conditions eco¬ 
nomic growth rates are the main problem of 
the developing countries and that acceleration 
of growth rates is the core of planning. 

Third, the concentration of industry on the 
production of raw materials as a factor making 
for the economic dependence of the less devel¬ 
oped countries. Industry in these countries pro¬ 
duces chiefly raw materials. For example, in the 
Middle East and Venezuela oil-extracting is the 
dominating industry; in Bolivia it is tin and in 
Chile copper industries. The developing coun¬ 
tries account for 35.7 per cent of the entire 
output of the extractive industry in the capi- 


* Mirovaya ekonomika i mezhdanarodniye otnosheniya. 
No. 11, 1964, p. 119. 
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talist world and only 11 per cent of the manu¬ 
facturing industry. It is highly indicative that 
this gap was smaller in 1938—the share was 
18.5 per cent and 9.8 per cent respectively. ^ 
Thus there is a growing tendency to convert the 
developing countries into raw material appen¬ 
dages to the imperialist states. Paradoxical as it 
may sound, the winning of political independence 
is now accompanied in many cases by greater 
economic deipendence. That is why the attain¬ 
ment of the necessary proportionality between 
the extractive and manufacturing industries is 
one lof the basic problems of planning in the 
developing countries. 

Fourth, dependence of the developing coun¬ 
tries on foreign trade. The possibilities of in¬ 
dustrialisation, the supply of industry with raw 
materials and the population with food largely 
depend on the volume and composition of for¬ 
eign trade. 

Since the former colonial countries, espe¬ 
cially small and medium, do not produce 
equipment in necessary quantities, the very pos¬ 
sibility of industrialisation depends on imports. 
On the other hand, industrial output and mar 
ketable agricultural output of these countries is 
meant not so much for the home market as for 
the foreign market. Countries which produce oil 
as a rule have no refining industry; those which 
mine iron ore or non-ferrous metal ores have no 
metallurgical industry. 


* Mirovaya ekonomika i mezhdunarodniye otnosheniyaf 
No. 3, 1962, p. 38. 
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Dependence of the developing countries on 
foreign trade remains inevitable in present con¬ 
ditions. 

Without expanding their foreign economic 
ties the newly-free countries are unable to eli¬ 
minate their backwardness in a short period. At 
the same time the scale and composition of their 
foreign trade with the developed capitalisi 
countries deepens their backwardness. The share 
of equipment in the imports of the develop¬ 
ing countries is insignificant while the ishare of 
food is large; in their exports the output of the 
extractive industry and agriculture prevails 
(cotton, tea and jute articles make up more than 
50 per cent of India’s exports; rubber and tea, 
80 per cent of Ceylon’s exports; cotton, more 
than 75 per cent of the UAR’s exiports; cocoa 
beans, 67 per cent of Ghana’s exports; oil provi¬ 
des 92 per cent of the all foreign exchange re¬ 
ceipts of Venezuela). ^ 

Account should be taken of the fact that 
world prices of manufactured commodities arc 
rising, while prices of raw materials and food 
are declining. As a result, the developing coun¬ 
tries lost some 22-23 thousand million dollars 
from 1951 to 1955 (two-thirds of the total foreign 
credits and aid). ^ In the light of these facts the 
adverse effect of foreign trade on the developing 
countries stands out very clearly. Naturally, 


^ Monthly Bulletin of Statistics, U. N., March 1961; Miro~ 
vaya ekonomika i mezhdunarodviye otnosheniya, No. 12, 
1962, p. 86. 

2 Mirovaya ekonomika i mezhdunarodnige otnosheniya, 
No. 2, 1963, p. 81. 
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one of the principal tasks of planning in these 
countries is ito transform foreign trade from a 
channel for the outflow of national wealth into 
a source of accumulation of resources for in¬ 
dustrialisation, into a form of mutuaily advan¬ 
tageous international exchange. 

Fifth, the existence of considerable unem¬ 
ployment connected in the main with the agra¬ 
rian overpopulation. The majority of the 
gainfully-employed population in the developing 
countries is engaged in agriculture and the han¬ 
dicrafts. While in the developed capitalist coun¬ 
tries most of the gainfully-employed population 
works for hire (in Britain 81 per cent, in the 
United States 78 per cent and in France 67 per 
cent), in the less develoiped countries most of 
the population consists of small producers. So- 
called ‘‘independent economies” and “unpaid 
family workers” make up two-thirds of the 
gainfully-employed population in India, four- 
fifths in Pakistan and nine-tenths in Thailand. ^ 
The incessant ruin of peasants and handicrafts¬ 
men turns millions of small commodity produ¬ 
cers into unemployed which cannot be absorbed 
by tlie slow-developing industry. This unem¬ 
ployment exists first in a latent form as the 
agrarian overpopulation, and then, as the 
peasants completely break with agriculture and 
handicraftsmen with their crafts, it swells the 
scale of unemployment in the cities. According 
to estimates of international organisations and 
economists. 

' Sankhya, 1959, Vol. 19, Part I, p. 2; Almanach Pertanian, 
1953, p. 219. 
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India has an agrarian surplus (papulation 
from 50 million to 65 million; the United 
Arab Republic, five million and Pakistan, from 
25 to 30 per cent of the rural population. ^ Such 
a correlation of the labour resources lays its im¬ 
print on all major economic problems and plan¬ 
ning. For example, the industrialisation process, 
resulting in the extensive replacement of manual 
labour by mechanised labour, clashes with the 
need to provide maximum employment. That is 
why planning in the newly-free countries must 
lake into account both the striving for techno¬ 
logical progress and the need to abolish unem¬ 
ployment in all its forms. 


THE STATE SECTOR AND PLANNING 


The possibilities of planning in developing 
countries depend on the role of the state sector, 
its share in the economy and also on the trend 
of its development i. e. in whose interests it is ef¬ 
fected. The objective prerequisites for planning 
are provided by the existence of public, state 
property. The bigger the role of the socialised 
sector, the stronger the basis for planning guid¬ 
ance of the country’s economy. ‘The planning 
of the national economy can only be really ef- 


‘ S. Akhtar. Economy of Pakistan, Lahore, 1956, Vol. 1, 
p. 35; P. Wattal. Population Problem in India, New Delhi, 
1958, p. 157, International Labour Conference, 44th Ses¬ 
sion, 1960. 


202 



fective/^ it is pointed out in the Programme of 
the Convention People’s Party of Ghana, “when 
the major means of production, distribution and 
exchange have been brought under the control 
and ownership of the state.” ^ 

The existence of a state sector enables devel¬ 
oping countries to take economic decisions cor¬ 
responding to the national interests and national 
pdanning. At the same time, in developing 
countries the state sector is a requisite for 
strengthening their national independence, be¬ 
cause only it ensures ithe stability of the dnter- 
nail material and financial resources and makes 
it possible to lessen dependence on foreign trade 
and loans and thereby attain genuine economic 
independence. The state sector in developing 
countries is exerting decisive influence on acce¬ 
lerating industrialisation. State ownership ena¬ 
bles a newly-free country to overcome the spon¬ 
taneity of the capitalist economy. 

The need to build up a state sector which 
plays a decisive part in the economy has been 
realised in many developing countries. The more 
consistently this idea is applied, the greater suc¬ 
cesses in planning. And the ways for building up 
a state sector may differ, depending on the coun¬ 
try’s social, political and economic conditions. 

Nationalisation and state investment are two 
main ways for creating the state sector. The re¬ 
lationship between these two ways varies in dif¬ 
ferent countries. Some newly-free countries re- 


1 Programme of the Convention People's Party for Work 
and Happiness, p. 15. 
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sort (mainly to istate investment avoiding nation¬ 
alisation; other countries utilize both ways. 

In Latin America nationalisation was started 
even before the Second World War, earlier than 
in other developing countries. It began in Uru¬ 
guay where in 1912 the country’s largest electric 
station serving Montevideo was nationalised. At 
present state enterprises in Uruguay (oil refin¬ 
ing, electric power, cement and chemical indus¬ 
tries, meat packing and storaging) produce 15 per 
cent of the total industrial output. In Mexico 
nationalisation started with the oil industry 
(1938); in 1960, all the electric stations were na¬ 
tionalised. In 1952, Bolivia nationalised the tin 
mines which are the country’s main national 
wealth. The State Mining Corporation of Bolivia 
(COMIBOL) contributes 60 per cent of all tin 
exports. Uranium ore deposits have been nation¬ 
alised in Argentina and Brazil. 

In the United Arab Republic the state sec¬ 
tor has been created both as a result of nationa¬ 
lisation and state investment. Since 1961, ail 
banks and insurance companies and also large 
enterprises have been nationalised. The state 
contributed 57 per cent of the total investment 
from 1960 to 1965 as compared with 12 per cent 
from 1945 to 1952. ^ 

In Indonesia, the state sector has grown chief¬ 
ly through nationalisation. Dutch investment 
which amounted approximately to 70 per cent of 
the total investment in the country, has become 
the property of the state. 

■ Mirovaya ekonomika i mezhdunarodniye otnosheniyn, 
No. 4, 1962, p. 47. 
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India and a number of other countries in 
Asia, Africa and Latin America have built up the 
state sector mainly by making state investments. 
While in India’s first five-year plan (1951- 
1956) the state sector accounted for 46.6 per cent 
of the total investment, in the second plan its 
share rose to 54.1 per cent and in the third plan, 
to 60.6 per cent. Correspondingly, the number of 
state companies increased from 61 to 125 be¬ 
tween 1956 and 1960 and their capital, from 66 
million rupees to 468.4 million rupees. ^ In Indo¬ 
nesia, the state makes about two-thirds of the 
total investment; in Cambodia 70 per cent, in 
Burma 50 per cent, in Brazil 40 per cent, in Me¬ 
xico 47 per cent, and in Latin America on av¬ 
erage about 25 per cent, ^ 

In the developing countries there are two pa¬ 
rallel processes, reciprocally reinforcing each 
other: expansion of the state sector consolidates 
the basis of national planning, while planning 
of growth rates and changes in the economic 
structures are effected mainly through the so¬ 
cialised sector, through state investment. 


THE PLAN AND PROBLEMS 
OF INDUSTRIALISATION 


The main thing in formulating economic devel¬ 
opment plans is to determine the direction of 


^ Ibid.y pp. 96-97. 
2 Ibid., p. 88. 
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this development. The fundamental problem in 
developing countries is industrialisation which 
determines the entire content and specific char¬ 
acteristics of their plans. This is a hub of the en¬ 
tire range of planning problems. 

What processes linked with industrialisation 
should be reflected in the plans? 

Industrialisation is regarded above all as a 
way for accelerating economic growth rates, as 
the basis for a country’s economic independence 
and a means for eliminating the abyss between 
the poverty of the former colonial and depend¬ 
ent countries and the wealth of the few impe¬ 
rialist powers. The creation of requisites for ac¬ 
celerating economic growth rates directly de¬ 
pends on the profundity of the social changes. 
Planning in the developing countries and the 
industrialisation are inseparable from such social 
problems as the abolition of feudal landowner- 
ship and dependence on foreign capital, restric¬ 
tion of the internal forces of capitalism, shifting 
the tax burden from the working people onto 
the propertied classes and change in the corre¬ 
lation between the state and the private sectors. 

Strengthening of the state sector in a count¬ 
ry’s economy is a requisite for industrialisation. 
The role of the stale sector in the industrial de¬ 
velopment of former colonies has been the 
subject of heated theoretical debates which, in 
their turn, reflect the struggle of dillerent sta 
tes and political groups on the world scene. 

An expediency of and need for stale interfer¬ 
ence in the economy with the aim to accelerate 
economic progress is widely admitted in all the 
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developing countries. It was clearly pointed out 
at a seminar of Asian countries (Delhi, Decem¬ 
ber, 1959) that without state interference in¬ 
dustrial progress of the less developed coun¬ 
tries is impossible. ' 

Indian economists, authors of a symposium 
on planning and plans, emphasise that less de¬ 
veloped countries need an impulse to.achieve 
higher production growth rates. The Indian Go¬ 
vernment promulgated laws (of April 6, 1948 and 
April 30, 1956) in which it formulated the basic 
principles of policy with regard to the state sec¬ 
tor. The laws indicated the sectors of the econo¬ 
my that could be developed only within the 
bounds of the state sector (mining of ore and 
production of copper, lead, tin, etc). 

However, there are bourgeois economists 
who, reflecting the interests of other capitalist 
groups, speak against the participation of the 
state in industrial production. The authors of 
another symposium issued in India hold that 
state enterprises have no right to existence, inas¬ 
much as they operate only under the protection 
of the state and cannot withstand open compe¬ 
tition either of local or foreign private firms. 
Attacks on the state sector are often inspired 
by monopoly circles, particularly of the United 
States which, supporting individual private en¬ 
terprises of the national bourgeoisie^ seek to 
preserve their grip on the economy of develop¬ 
ing countries. 

Changes in the social structure create objec- 

^ Seminar on Public Industrial Enterprises, New Delhi, 
December 1969, Seminar Paper, No. 23, p. 4. 
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live conditions for shifts in the physical, secto 
rial structure of the economy. From this angle 
industrialisation implies an increase in the share 
of accumulation in the national income, priority 
growth of the industries producing capital goods 
and faster development of industry as compared 
with the rest of the economy. The combination 
of these three elements makes up the content of 
industrialisation plans. 

To accelerate economic growth national plans 
must provide for an increase in the part of the 
national income allocated for productive invest¬ 
ment. A decline in the consumption of the bour¬ 
geoisie and the non-productive expenditure, and 
a rise in labour productivity are the main ways 
for changing the proportions in the use of the 
national income in favour of accumulation. 

Without creating adequate internal accumu¬ 
lation resources developing countries are com¬ 
pelled to resort to foreign sources; and in some 
cases economic plans become fully dependent 
on foreign aid. 

For example, from 1958 to 1960 the share of 
foreign loans in financing the economic develop¬ 
ment of Tanganyika amounted to 75 per cent 
and in the development plans for 1961-1963 
their share exceeded 83 per cent. Almost 70 per 
cent of the investment in the economic develop¬ 
ment plan of Uganda for 1961-1966 is to come 
from foreign sources. * India’s third five-year 
plan is covered by internal resources only by 70 
per cent, and the rest is covered by foreign loans 

* Mirovaya ekonomika i mezhdunarodniye oinosheniyaf 
No. 2, 1963, p. 60. 
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and aid. ^ Instead of expanding the home market 
as well as internal resources by abolishing feu¬ 
dal landownership, instead of socialising the pri¬ 
vate sector, Indian plans are largely oriented on 
foreign sources. And what the aid and loans of 
the imperialist powers mean can be judged by 
the following data. 

From 1950 to 1961, developing countries had 
a total inflow of 47,400 million dollars in loans, 
investment and aid. During the same period they 
had an outflow of 26,500 million dollars in trans¬ 
fers of profits and interest abroad. Moreover, 
these countries lost 13,100 million dollars as a 
result of the widening gap between the prices 
they were paid for their raw materials and the 
prices they had to pay for manufactured goods. 
The foreign debt of the developing countries in¬ 
creased from 10,000 million dollars (1955) to 
27,000 million dollars (1962).^ Naturally, such 
a role of foreign sources in the plans of the de¬ 
veloping countries does not create a sound basis 
for industrialisation and the achievement of eco¬ 
nomic independence. 

It is not enough to ensure financial sources 
of accumulation. It is necessary to organise the 
production of machinery, equipment and build¬ 
ing materials—that is, of everything that com¬ 
prises the physical content of accumulation. The 
difficulties in the economy of the developing 
countries in this respect can be judged by the 
example of Africa. The total value of Africa’s 
industrial output (without the South-African Re- 


^ Ibid,, No. 10, 1960, p. 125. 
Ibid., No. 4, 1964, pp. 115-116. 
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public) amounts to 3,000 million dollars (less 
than Sweden’s). Industry accounts only for 14 
per cent of the national income of the African 
countries, with one-third coming from the ex¬ 
tractive sector (as compared with one-tenth in 
the developed countries). In the manufacturing 
industry, 50 per cent of the output is produced 
by small handicrafl establishments. In tropical 
Africa only 5 per cent of the needs in goods of 
the metal-working industry are satisfied by na¬ 
tional production. ^ These data make it clear 
what tremendous structural changes are needed 
for the industrialisation process. 

Most of the developing countries have so far 
not attained a share of accumulation that would 
enable them substantially to step up economic 
growth rates and they lag behind the developed 
capitalist countries in this respect. While in coun¬ 
tries like West Germany, France and Italy, 
which have relatively high growth rates, invest¬ 
ment claims about one-fifth of the national pro¬ 
duct, in South-East Asian and African countries 
it seldom exceeds one-tenth, and is growing very 
slowly. The share of investment in the national 
income amounted approximately to 5 per cent 
in Africa and Asia prior to the Second World 
War, and now it has risen in Asia only to 9 per 
cent, in Africa to 8 per cent and in Latin Ameri¬ 
ca to 11 per cent. ^ Under these conditions the 
annual growth rates in the developing countries 
range from three to five per cent and are not 

» Ibid., No. 1, 1964, pp. 50-51. 

2 Monthly Bulletin of Statistics, U. N., July 1960, pp. 158- 
159; J. Tinbergen. Central Planning, 1964, p. 60. 
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much higher than the natural population in¬ 
crease. For example, in Pakistan the population 
grew 2 per cent on the average between 1951 and 
1960 and the national income, 3.1 per cent; in 
Ceylon 2.4 and 3.6 per cent respectively. In 10 
years (1950-1959) the national income of six 
South-East Asian countries (Burma, Ceylon, In¬ 
dia, Pakistan, Philippines, Thailand) rose 38.2 
per cent (3.7 per cent annually), while the po¬ 
pulation increased by 100 million. In 10 years 
average per capita income increased 19.5 per 
cent (from 56.1 to 64.6 dollars annually).* In 
Latin America the per capita national product 
has remained almost stationary in the last 10 
years. ^ 

Thus, acceleration of growth rates, by increas¬ 
ing the share of accumulation and altering the 
structure of production, remains the fundamen¬ 
tal problem of planning in the developing coun¬ 
tries, which so far has not been practically 
solved in most of them. The U.N. General As¬ 
sembly has adopted a resolution proclaiming the 
1960s a Development Decade, in course of which 
the main purpose of each developing country is 
to accelerate economic growth rates. It is expect¬ 
ed that the maximum growth rate of the national 
income by the end of the Development Decade 
should be five per cent annually—that is, higher 
on the average than the existing rates. But even 

• Economic Survey of Asia and the Far East, 1961, U. N., 
Bangkok, 1962, p. 10; Population of the World (in Rus¬ 
sian), Moscow, 1965, pp. 29, 31 

- A. Yefimov, A. Anchishkin. Cuba Plans Her National 
Economy (in Russian), Moscow, 1963, p. 20. 
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if these rates are achieved, in 1970 the develop¬ 
ing countries will produce a per capita national 
income of 120 dollars (83 dollars in 1960), while 
the imperialist countries will have 1,400 dollars 
(1,037 dollars in I960).' The gulf is thus widen¬ 
ing, and not shrinking. 

Planning of the national economy of the de 
veloping countries in the period of industrialisa¬ 
tion runs up against the need simultaneously to 
develop production and raise the living stand¬ 
ards, to give priority to industry and radically 
reconstruct agriculture, to raise labour producti¬ 
vity and employ manpower, including unskilled, 
to the utmost in social production. Planning has 
to find the most efficient ways for solving prob 
lems that are often contradictory, to prevent ex¬ 
tremes and one-sided decisions. In accelerating 
economic growth rates plans must provide for 
a rise in the living standard, without which the 
development of the economy cannot be stable. 
At the same time industrialisation and a simul¬ 
taneous advance in the living standard are im¬ 
possible without the expansion of agriculture 
which supplies raw materials to industry and 
food to the cities and creates a market for the 
expanding national industry. Moreover, changes 
in agriculture by themselves are more compli¬ 
cated than industrialisation problems, because 
they are connected with a change in the way of 
life and social relations of the main part of the 
population, with the elimination of the century- 
old backwardness. “Difficult as the task of in- 

* Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 11, 1964, pp. 119, 120, 
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dustrialisation would be/’ S. Chandrasekhar, an 
Indian scientist, rightly points out, “that of de¬ 
velopment of agriculture would probably be still 
more so since it would involve a thorough over¬ 
hauling and reorganisation of the entire econo¬ 
mic and social structure of the country.” ^ 

No less intricate is the problem of the full 
employment of the labour resources. Here is one 
of the principal contradictions of the economy 
in developing countries, we have mentioned ear¬ 
lier: the desire to raise labour productivity on 
the basis of modern technology and large assets 
per worker encounters the surplus of workers 
which must be provided full employment with 
available investment resources. The higher the 
assets per worker, the higher the productivity 
of labour, and inevitably fewer workers can be 
additionally drawn into material production. 
Yet in the interest of developing the national 
economy, technological progress and labour 
productivity growth must not be restrained, but 
at the same time the labour resources must be 
fully utilized. 

That is why, for example, investment in the 
developing countries which leads to a reduction 
in the number of employed persons cannot be 
considered economically justified. 

For example, modernisation in a number of 
Indian industries led to an absolute decrease in 
the number of jobs: in the cement industry out¬ 
put increased 54 per cent from 1951 to 1956, but 
the number of workers dropped by 15 per cent; 

* S. Chandrasekhar. India's Population, New York, 1946, 

p. 102. 
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in the jute industry production grew 25 per cent 
but the number of workers declined 10 per 
cent. ^ 

We are unable to examine in detail all the 
major problems and merely want to stress that 
the internal contradictoriness inherent in the 
problems of achieving economic independence, 
industrialisation and faster growth rates in the 
developing countries and the impossibility of 
their uniform solution make planning particular¬ 
ly important as a method of finding the most 
efficient ways for economic development. 


FOREIGN ECONOMIC TIES AND PLANNING 

In developing countries the industrialisation 
possibilities largely depend on changes in the 
structure of foreign trade and the nature of for¬ 
eign economic relations. That is why one of the 
most important and primary steps in planning 
is to determine the volume and structure of ex¬ 
port and import conforming to the tasks of in¬ 
dustrialisation. 

Developing countries are trying to achieve 
economic independence by converting foreign 
trade from a source for enrichment of the capi¬ 
talists into an instrument for industrialisation. 
For all developing countries foreign trade re¬ 
mains the principal source of acquiring capital 


< Mirovaya ekonomika i mezhdunarodniye otnosheniya. 
No. 4, 1962, p. 104. 
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equipment. That is why planning of foreign trade 
is one of the decisive links in the entire system 
of planning. 

Planning of foreign trade should provide for 
the utmost expansion of exports because this 
primarily determines the import potentialities. 
Here it is exceedingly important to choose the 
proper range of exports, that is, to give prefer¬ 
ence to definite commodities the production of 
which most conforms to the country’s economic 
and natural conditions and also to the demand 
on the world market and the prospects of its ex¬ 
pansion. The most stable demand is presented 
by the socialist market, which is not subject to 
recessions and price fluctuations. 

Narrow specialisation in two or three com¬ 
modities which make up the bulk of exports 
arose during the period of colonial dependence. 
The desire to eliminate the concentration of ag¬ 
riculture or industry on one crop or one mineral 
and to develop a diversified economy is a natu¬ 
ral tendency justified by experience. But the crea¬ 
tion of a diversified economy does not at all prec¬ 
lude specialisation; it is only necessary to lay a 
sound foundation for it. 

Planning of the second aspect of foreign 
trade—imports—envisages an economically sub¬ 
stantiated increase in imports and also change 
in their composition. Usually imports are divi¬ 
ded into equipment, raw materials and consumer 
goods. For a successful industrialisation it is ne¬ 
cessary to reduce the share of imports of raw 
materials, replacing them by local supplies and 
to build new enterprises working primarily on 
local raw materials; to decrease the share of 
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consumer goods imports by comprehensively de¬ 
veloping agriculture, food and light industries 
and to cut the imports of some durable goods 
(especially, motor-cars). This can alter the struc¬ 
ture of the imports in favour of equipment, which 
will enable the country to step up growth rates 
of production as the basis for improving the liv¬ 
ing standards. 

The special efficacy of replacing consumer 
goods imports by national production is demons¬ 
trated by the following example. In 1960 only 
40 per cent of Africa’s total needs in textiles 
were satisfied by local production. The full satis¬ 
faction of these demands by African industry 
would require an investment of 1,000 million 
dollars, which is only one-eighth more than the 
value of all textile imports of Africa in 10 years. 
Moreover, this would provide jobs to 425,000 
people. ^ 

Planning for efficiency of foreign trade on 
the whole consists in ensuring the largest state 
exports and the smallest outlays on imports. 
That is why the plan should find ways for de¬ 
veloping foreign trade which would make it pos¬ 
sible, on the one hand, to expand exports, and, 
on the other, to reduce imports to the necessary 
minimum and to achieve their most rational 
composition. Ultimately, a solution of this prob¬ 
lem is connected with the structure of invest¬ 
ment. To raise the efficiency of foreign trade it 
is necessary to give priority to investment in ex¬ 
port industries and industries which ensure the 

i Mirovaya ekonomika i mezhdunarodniye otnosheniya, 
No. 1, 1964, p. 52. 
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replacement of imported goods by locally pro 
duced goods. 

The existence of the socialist community is 
a powerful factor exerting an impact on all as¬ 
pects of planning in the developing countries. 
Cooperation with the socialist countries enables 
them to follow the shortest road to winning eco¬ 
nomic independence, because this cooperation 
exists in fields which make up the basis of in 
dustrialisation and comprehensive development 
of the economy. The ties of the newly-free coun¬ 
tries with the socialist community do not lead 
to the deepening of the one-sided concentration 
of their economy on the production of raw mate¬ 
rials; on the contrary, they promote the develop¬ 
ment of metallurgical, engineering, oil-extract¬ 
ing and refining, chemical and power industries. 

Without dwelling on all diverse economic re¬ 
lations of the developing countries with the so¬ 
cialist states, let us cite some figures reflecting 
their relations with the Soviet Union. 

Machinery and equipment account for more 
than half of the value of Soviet exports to the de¬ 
veloping countries. In recent years they have 
been getting more than three-fourths of all So¬ 
viet machinery and equipment exported to the 
capitalist world. India, the UAR, Indonesia, 
Afghanistan, Algeria, Iraq, Ghana and Guinea 
are the main buyers of Soviet industrial plant. 

The rapidly growing share of complete 
sets of equipment for industrial enterprises 
is a distinctive feature of exports of ma¬ 
chinery and equipment to the developing 
countries. While in 1955 sets of equipment were 
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delivered only to Afghanistan and lndia» in 1962 
they were exported to 15 developing countries. 

EXPORTS OF MACHINERY AND EQUIPMENT FROM THE 
USSR TO SOME ASIAN, AFRICAN AND LATIN 
AMERICAN COUNTRIES (MILLION ROUBLES) 



1955 

1956 

1957 

1958 

1959 

I960 

1961 

1962 

1963 j 

Argentina 


1 

H 

HI 

4.7 


7.4 

5.8 


Afghanistan 

2.6 

4.7 

7.7 


14.4 

18.9 

21.1 


4.9 

Ghana 

— 

— 

— 

— 

— 

3.4 

12.1 

3.8 

6.8 

Guinea 

— 

— 

— 

- 


1.2 


8.7 

8.3 

India 

0.3 

6.3 

42.6 

91.7 

33.9 

22.7 

48.5 

69.9 

mmm 

Indonesia 

— 

— 

4.9 

13.1 

BO 

8.9 

1 .1 

gPllt] 

37.2 

Iraq 

— 

— 

— 

— 

12,0 



34.7 

26.5 

Iran 

OK 

1.1 

3.4 

1.6 

1.9 

2.1 

1,6 


1.3 

UAR 

— 

4.4 

13.8 

13.4 

19.1 

21.0 

39.7 

53.3 

75.5 

MaU 







6.6 

5.1 

5.5 


For many countries economic cooperation 
with the Soviet Union is of decisive significance 
in accomplishing their programmes of building 
a national industry. For example, the Soviet 
Union is helping Afghanistan to develop a met¬ 
al-working, gas, chemical, food and other in¬ 
dustries. More than 20 industrial enterprises and 
other installations have been built and commis¬ 
sioned with the technical and economic assist¬ 
ance of the USSR in the last ten years. Each 
project built in Afghanistan with Soviet Union’s 
participation is becoming a school for the train¬ 
ing of national personnel. Soviet engineers have 
already taught different trades to more than 
20,000 Afghans. 









The Soviet Union is assisting India in 
building up its heavy industry. The first section 
of the Bhilai Steel Works was completed with 
Soviet cooperation and the second one is under 
construction. When the capacity of the Works 
rises from 1 million to 2.5 million tons of steel 
annualy, this huge plant will account for 25 per 
cent of the country’s steel production. 

Among other enterprises being constructed 
in India with Soviet cooperation mention should 
be made of large electric stations with a total ca¬ 
pacity exceeding 2.6 million kw, which is more 
than 30 per cent of the capacity of all electric 
stations to be built in India under the third five- 
year plan; a heavy electrical equipment plant 
which will produce hydraulic and steam tur¬ 
bines, electric generators and diverse electrical 
machines. Altogether 40 industrial projects are 
being built in India with Soviet assistance. 

Enterprises of the oil, engineering, electrical 
equipment, ship-building, metallurgical, pharma¬ 
ceutical, textile and food industries are being 
built in the United Arab Republic with the te¬ 
chnical and economic cooperation of the Soviet 
Union. A refinery with an annual output of mil¬ 
lion tons of crude oil, a machine tool factory 
with an annual output of 750 metal-cutting ma¬ 
chine tools, a sintering factory with a daily ca¬ 
pacity of 1.000 tons of iron ore, coke and by¬ 
products plant, cotton spinning mills, an allumi- 
nium factiiry and other enterprises have already 
been commissioned. 

Soviet assistance in building the Aswan irri¬ 
gation and power complex on the Nile, one of 
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the world largest hydroengineering installations, 
is generally known. 

Altogether more than 170 industrial, agricul¬ 
tural and transport enterprises, and educational 
and medical institutions, developed with Soviet 
assistance, have already been put into operation 
in Asian and African countries. 

In conformity with the concluded technical 
and economic cooperation agreements the So¬ 
viet Union is rendering Asian and African coun 
tries technical assistance in building 600 differ¬ 
ent projects. 

These countries pay for most of the Soviet 
technical assistance on the basis of long-term 
easy credits. The Soviet Union has granted Afro- 
Asian states long-term credits for more than 
3,500 million roubles. As a rule, these credits are 
repaid by deliveries of their goods, which simul¬ 
taneously helps them to solve the important pro 
blem of expanding exports. 

In many countries Soviet credits cover a 
considerable part of the capital investment en¬ 
visaged in their economic development pro¬ 
grammes. In India these credits account for 
about 12 per cent of the entire investment in 
industry and the state sector under the third 
five-year plan (1961-1966). Credits of the So¬ 
viet Union given to the Republic of Mali pro¬ 
vide about 20 per cent of the entire investment 
under the five-year economic development plan 
(1961-1965). In Afghanistan Soviet credits com¬ 
prised more than 30 per cent of the capital in¬ 
vestment under the first five-year plan (1956- 
1961) and according to estimates they will cover 


220 



a half of the capital investment under the second 
five-year plan (1962-1967). 

Mentioning an exceptionally great import¬ 
ance of cooperation with the Soviet Union in 
developing his country’s economy, King Moham¬ 
med Zahir Shah of Afghanistan said: “The peo¬ 
ple and the Government of Afghanistan express 
gratitude to the Soviet Union for assistance dur¬ 
ing the first five-year plan in building a num¬ 
ber of the country’s industrial projects and also 
for aid in carrying out the second five-year 
plan.” 

Expanding economic relations with the so 
cialist community, developing countries are 
placing their foreign trade at the service of in¬ 
dustrialisation. 

DISTINCTIONS IN METHODS OF PLAN 
FORMULATION 

The specific conditions in which planning is 
conducted in the developing countries influence 
the methods of plan formulation. 

This question requires fundamental studies 
which are lacking so far, although their urgency 
and practical significance are beyond doubt. We 
shall merely enumerate some of the distinctions, 
everyone of which can be the subject of a special 
analysis. 

Before speaking of these distinctions let us 
note once again that in definite conditions the 
basic principles and methods of socialist plan¬ 
ning are fully applicable in the developing coun¬ 
tries. The sooner the remnants of feudalism arc 
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abolished, the higher the level of socialised sec¬ 
tors, the more resolute the struggle for econom¬ 
ic independence and social progress, the wider 
the opportunities for utilising the experience 
and achievements of socialist planning. The ex¬ 
perience of the Soviet Union and other socialist 
countries is greatly influencing planning in al¬ 
most all the developing countries. This import¬ 
ant fact has been repeatedly mentioned both by 
leading statesmen and economists of these 
countries. 

The specific character of planning methods 
in the developing countries is connected with 
the distinctive features of the organisational 
structure of the economy, which reflects the 
historical and economic conditions of develop¬ 
ment of each country. 

It is natural that the distinctions in the or¬ 
ganisational structure affect planning, the degree 
of its centralisation, the choice of the basic unit 
of planning and accounting, and so on. 

Planning in the developing countries stands 
at different levels and solves problems of vary¬ 
ing scope and complexity. It is natural that these 
countries have numerous specific features in 
planning owing to local conditions and national 
distinctions. It is one thing when a country has 
a modern industry and the state sector plays an 
important part in it (for example, India, the 
United Arab Republic); it is a different thing 
when pre-capitalist forms of the economy pre¬ 
vail (for example, in the majority of African 
countries). That is why at the initial stage of <plan 
ning, especially in countries which in effect have 
no large-scale industry, the object of planning is 
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not the entire economy but individual major 
projects, integrated at a later stage. Here it is 
necessary to determine the comprehensive in¬ 
fluence of each project on different sectors of 
the economy. 

At an early stage of planning the plan cannot 
encompass all aspects of the economy—produc¬ 
tion, investment, living standard, transport, com¬ 
munications, trade (home and foreign, whole¬ 
sale and retail), price formation and the outlays 
of production and circulation, labour and per¬ 
sonnel training, finances and wages. 

In developing countries evidently it is expe¬ 
dient to limit the detailed elaboration of the 
plan to an investment programme and a plan 
for foreign trade and their financial sub¬ 
stantiation (national budget and balance of pay¬ 
ments). It is clear that all sides of economic de¬ 
velopment depend on the solution of these prin¬ 
cipal questions. 

Noting that the experience of planning in the 
developing countries has been little studied, 
we want to refer to the special reports of the 
Economic Commission for Asia and the Far East 
on methods of elaborating economic develop¬ 
ment programmes. ^ 

These reports are designed to sum up the 
available experience and indicate ways for its 
improvement. Of course, such an intricate task 
cannot be accomplished as a result of the Com¬ 
mission’s work, the more so since the authors 


* Programming Techniques for Economic Development, 
Bangkok, 1960; Formulating Industrial Development Pro¬ 
grammes, Bangkok, 1961. 
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of the reports present planning problems chiefly 
from the positions of capitalist programming. 
Nevertheless, these reports favourably differ 
from other studies by their high professional 
level and systematic exposition. 

There is no need to give a full review of the 
methods of economic substantiation of (projec¬ 
tions offered by the authors. We shall merely 
discuss some questions of methodics in draw¬ 
ing up programmes of industrial development. 
As a rule, the methodological ischemes are of a 
global nature. But some concrete methods of 
planning are of interest. This applies particular¬ 
ly to methods of selecting individual drafts and 
evaluating the efficiency of capital investments 
in solving technico-economic problems (choice 
of the type of equipment and others). In this 
part the methodics rests to a certain extent on 
Soviet experience too. But, unfortunately, on the 
whole forecasting methods prevail in which ex¬ 
trapolation of data of the past period into the 
future is extensively employed. 

In elaborating the methodics of economic de¬ 
velopment programmes the authors go from the 
general to the particular. In this connection 
three stages of calculations are singled out. At 
the first stage, a general economic analysis helps 
to calculate the principal indicators of a coun¬ 
try’s economic development, the size of invest¬ 
ment, volume of consumption, savings and other 
summary characteristics. Problems of develop¬ 
ment of individual industries are examined at 
the second stage of calculation. The volume and 
structure of the “final demand” for the output 
of the main industries is determined. Methods 
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of assessing various factors of production neces¬ 
sary for the functioning of industry are examin¬ 
ed and methods of evaluating the efficiency of 
capital investment are outlined. To evaluate the 
efficiency of capital investment the following 
indicator is used: 


Efficiency of 
capital 


Value of output minus the 
outlays on the purchase of 
raw and other materials mi- 
nus depreciation minus wages 

Value of capital investment 


Such a calculation in effect reduces the prob¬ 
lem of efficiency to finding the magnitude of 
profits obtained per unit of capital investment. 
To determine the scale of production of goods 
by industries the report suggests using the 
methods of inter-sectorial balance. Such calcu¬ 
lations determine the general assignments and 
the magnitude of the utilized resources by sec¬ 
tors and also the allocation of capital invest¬ 
ment. 

At the third stage the methodics call for 
more detailed calculation to select the best pro¬ 
ject of capital investment in each sector and to 
dovetail reciprocally the chosen projects. In this 
part the methodics provide not only for a sub¬ 
stantiation of the efficiency of developing the 
sector as a whole but also the efficiency of pro¬ 
duction of individual goods. The methodological 
recommendations contain suggestions for me¬ 
thods of selecting manufactured goods, the 
product ion of which are most advantageous in 
conditions of a given country. Among the propo- 
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sals which merit attention are the recommenda¬ 
tions on how to calculate the efficiency of pro¬ 
jects for expanding and reconstructing operating 
enterprises. 

The authors put forward three main indica¬ 
tors as the principal criteria for economic effi¬ 
ciency of programmes for industrial development 
in newly-free countries: rapid growth of per 
capita income; high level of employment; equi¬ 
librium of the balance of payment. 

Accomplishment of these tasks in the devel¬ 
oping countries encounters great difficulties 
owing to the contradictions between the national 
interests and the interests of private firms. In 
these countries, G. Myrdal, prominent Swedish 
economist, stresses, “the national plan cannot 
rationally be made in terms of the costs and pro¬ 
fits of individual enterprises... The whole 
meaning of a national plan is to give investment 
such protection from the market forces as will 
permit it to be undertaken in spite of the fad 
that it would not be remunerative according to 
private business calculations.” ^ 

The authors of the above-mentioned reports 
see the contradiction in the aims themselves 
and to eliminate this contradiction propose 
that a system of evaluating the aims be utilized. 
But the method of evaluating aims runs counter 
to the principle of private enterprise and there¬ 
fore is difficult to use for practical decisions. 
Thus, in calculating the efficiency of invest¬ 
ment, it becomes absolutely clear that priority 

* G. Myrdal. Economic Theory and Underdeveloped Re¬ 
gions, London, 1957, pp. 86-87. 
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development of individual sectors depends 
on the private or national economic evaluation 
of the efficiency of the sectors. Thus, the me¬ 
thodological p-ositions of the reports and even 
the technical methods of calculating the effi¬ 
ciency of a project run counter to the economic 
conditions of production in the less developed 
countries. 


Planning is making its first steps in the de¬ 
veloping countries. Its distinctions and exper 
ience have to be summarised and scientifically 
analysed. The main thing here is not to divorce 
planning from the concrete historical conditions. 
Planning is capable of accelerating the attain¬ 
ment of -economic independence, of promot¬ 
ing the development of a national economy 
and the rise of the living standard. But it can also 
become a new chain shackling the developing 
countries to imperialism and subordinating natio¬ 
nal economic interests to the selfish aspirations of 
certain circles of the national bourgeoisie. 

Experience in socialist planning and capital¬ 
ist programming demonstrate two opposite types 
of planning based on different social relations, 
different aims, essence, forms and practical 
results. The road of economic development taken 
by the newly-free countries will also determine 
the distinctions of their planning and possibility 
of converting it into a force to transform society 
or into speculative constructions powerless in 
face of re^ty. 
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